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SECTION I: INTRODUCTION

Consistent with the Internal Revenue Service commitment to partner with the private sector, the
Request for Proposals (RFP) builds on the Request for Comments (RFC) by reflecting the
invaluable input of the information technology industry, with a particular focus on the comments
provided by the potential Prime Systems Integration Services Contractor (hereinafter known as
the PRIME) offerors.

The Introduction summarizes the challenges to overcome in forming an effective public/private
sector partnership, provides guiding principles governing both the competitive acquisition and the
management of the Modernization Program and finally offers an overview of each Section of the
RFP which knits together the acquisition strategy and program approach.

A. CHALLENGES

While certainly not the only challenges, the following frames the issues which must be
addressed to effectuate the competitive acquisition and to position the partnership to move
forward.

g Modernization of the IRS ought not be driven by developing moder nized systems
that reflect inefficient and ineffective existing business practices.

g |IRSLackstheCritical Massof I nformation Technology Management and Staff
Needed to Moder nize.

By most accounts, the IRS Modernization is the largest systems integration effort in the
world. Regrettably, the IRS currently lacks the necessary critical mass of experienced
and qualified information technology management and staff to effectively partner with
the private sector in such avast undertaking.

g |RSlacksthe necessary processes and practicesto either develop software or
acquir e softwar e developed by contractorsfor large technology investments.

While the IRS continues to make progress in executing process improvement projects,
in conjunction with its Integration Support Contractor (ISC) and its incumbent
Federally Funded Research and Development Center (lllinois Institute for Technology
Research Ingtitute), the IRS, if evaluated today, would not even be rated at Capability
Maturity Model (CMM) Level 2 (possessing capabilities to ensure either the
development of software or the acquisition of software through the management of
contractors utilizing industry standard repeatable processes).

g Regardless of the capabilities of the world class technology companies, the private
sector would be unableto effectuate the M oder nization without partnering with
the IRS.

The Service, the preeminent tax administration organization in the world, must, a a
minimum:
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«  Provide Overall Program Management;

«  Systemically contribute its knowledge of tax administration (e.g., to develop
business requirements);

«  Participate in the development of required interfaces between the legacy systems
and the modernized systems through an extended transition period;

«  Manage the systems acceptance testing and certification function as a critical
component of the government’s Product Assurance program; and

«  Manage the Prime Contractor.

g A Fifteen-Year Contract With a Single PRIME May Impair Contractor
Performance.

Awarding a potential fifteen-year contract to a single PRIME diminishes the
government’ s leverage that would ensure performance and cost competition over the
life of the program.

g Traditional Government Contracting Approaches May Not Suffice.

Proven government contracting methods must be employed which create the necessary
synergy on the part of the government and the private sector through shared
risk/reward arrangements; even if such contractural relationships represent a departure
from traditional government contracting custom and practice.

g Modernization Entails Mor e than Developing New Computer Systems.

Each major IRS business enterprise needs to be reevaluated, applying proven
contemporary processes (e.g., business process reengineering) even if such processes
dictate a departure from traditional government consulting (e.g., utilizing extensive
commercial consulting expertise).

g Traditional Program Management Approaches May Not Proveto Be Effective.
Given the need to Modernize incrementally, which requires interfaces to and
dependencies on the legacy systems, a highly integrated approach to program
management which knits together M odernization efforts and ongoing legacy operations
would be essential.

B. GUIDING PRINCIPLES
Given the challenges outlined above, the partnering strategy must address the following:

g Modernization of the IRSwould be driven by the application of commer cial best
practices and enabled by Moder nized Systems.

[-2
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g

The Competitive Acquisition of the PRIME Must Be Based to Some Extent on
Contractor “ Solutions’ but to a Greater Extent on Contractor “ Capabilities’.

IRS is unable to prepare detailed systems specifications for the massive Modernization
effort that would enable a traditional “solutions’ based procurement (i.e., a competitive
acquisition culminating in afixed price proposal and based on the evaluation of
Technica and Cost Proposals to develop and implement a system predicated on
detailed government specifications). Thus, while the procurement strategy must be
predicated to some extent, on a “solutions’ based competition, to afar greater extent,
the acquisition must be based on the “ capabilities’ of the private sector to successfully
apply the necessary resources and processes to address the unique needs and limitations
of the IRS.

The Government Must Be Assured of Post Award Contractor Performance.

While the IRS seeks to enter into along term contractural partnership with the private
sector (e.g., fifteen years) through the competitive acquisition of a PRIME, the
government must be assured that the contract would provide for effective contractor
performance that would ensure “best value” solutions and cost effective, timely systems
deployment for the duration of what is likely to be a multi-billion dollar contract
extending into the next millennium.

IRS and the Prime Must Manage Competing Priorities.

Once formed, the public/private sector partnership must quickly execute plans to
manage multiple and competing priorities; specificaly the need to “get on” with
Modernizing the IRS yet deferring major systems development until the IRS possesses
the requisite capabilities to effectively partner with the private sector.

Contracting VehiclesMust Provide for Public/Private Sector Shared Risks and
Opportunities.

Given the breadth and depth of Modernization and the associated costs as well as the
need to forge a public-private sector business partnership that provides for shared risk
and rewards between the parties, the partnership must employ contracting strategies
that reflect the tenets of the Information Technology Management Reform Act (e.g.,
measurable systems outcomes, consideration of alternative technical solutions, risk
analysis, return on investment analysis) including, but not limited to performance based
contracting approaches.

The Prime Must L everage Commercial Sector Consulting Expertiseto Maximize
Opportunitiesto Reengineer and Thereby I mprove the Efficiency and
Effectiveness of the IRS.

While the IRS performs a variety of inherently governmental functions, it is evident that
analogous private sector enterprises have benefited from reengineering efforts.
Accordingly, the PRIME must apply commercial sector best practices to maximize

-3
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improvements in the major IRS business enterprises (e.g, submissions processing,
customer service, auditing, tax collection and financial reporting).

g ThePRIME and its Subcontractors Must Provide the Requisite Capabilities and
Capacities.

The PRIME and its subcontractors must provide the capabilities and capacities to
function utilizing defined processes and practices which meet or exceed the Software
Engineering Institute (SEI) Capability Maturity Model (CMM) Level 3 for both
Software Development (SW) and Software Acquisition (SA).

g IRSandthePRIME Must Ensurethe Continuity and Commitment of the
I ntegration Support Contractor to Provide for the Near-Term Completion of
Process | mprovement Projects and Longer Term Engineering and Ar chitecture
Services.

To ensure continued momentum within the IRS with regard to Modernization, the IRS
must continue process improvement projects during fiscal year 1998 in partnership with
the Integration Support Contractor (1SC) which has successfully implemented
significant process improvements with the Service. To ensure continuity, effective
knowledge transfer and the availability of systems engineering and technical assistance
services, the IRS and its PRIME contractor must accommodate the ISC'srole as
defined in the RFP.

g IRSMust Completethe Acquisition of a Federally Funded Research and
Development Center.

Notwithstanding the expertise and commitment of the ISC to Modernization, the IRS
must compl ete the competitive acquisition of a Federally Funded Research and
Development Center to provide strategic consulting and selected Independent
Verification and Validation Services that would complement the roles of the IRS, the
ISC and the PRIME.

C. THE PROPOSALSMUST BE PREDICATED ON AN UNDERSTANDING OF THE
CONTEXT FOR MODERNIZATION AND THE MODERNIZATION
REQUIREMENTS

The following summarizes the materials describing the context in which Modernization
would proceed (RFP Sections Il through V), and the M oder nization requirements (RFP
Sections V through V11). Please refer to the applicable sections for a more comprehensive
discussion of these topics.
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1. CONTEXT

SUMMARY OF SECTION Il: TODAY'SIRSINFORMATION
TECHNOLOGY ENVIRONMENT

The Internal Revenue Service (IRS) originally developed its corporate data base
systemsin the late 1950's and 1960's to capture, store and process tax return,
information return and payment information. These systems were developed largely on
mainframe platforms which provided for the requisite performance, capacity and
security. All of these aspects were critically needed by the IRS given the massive
volume of data to be processed within narrow timeframes. These systems became
known asthe “Master Files.”

As the volume of data mushroomed over the succeeding decades, and as Federa
statutes evolved concerning the privacy and non-disclosure of confidential taxpayer
information, the IRS experienced greater difficulty in managing the data, particularly
given the increasing demand for data on-line to resolve taxpayer account issues,
facilitate examination and collection, as well as provide for improved taxpayer service.

Through Tax Systems Modernization in the 1980's and early 1990's, effort focused on
delivering taxpayer services and compliance functionality together with limited on-line
access to taxpayer account information. These objectives were achieved through the
development of stand alone “ stovepiped” systems with stand alone data bases utilizing
the principles of distributed computer processing, an approach to computing en vogue
during the late 1980's and 1990's.

While the modernized stovepiped systems provided on-line access to limited taxpayer
account information, the IRS experienced increasing difficulties synchronizing disparate
stand alone systems and data bases and expended significant funds to develop and
operate stand alone systems with duplicative functionality, infrastructures and
telecommunications. Minimal progress was made in replacing the “Master File”
systems. Overdll, the IRS computing environment evolved into an extraordinarily
complex array of legacy and stand alone modernized systems with respect to both
connectivity and interoperability between the mainframe platforms and the plethora of
distributed systems.

It isthe complexity and breadth of the legacy and stovepiped operational systems that
limit the extent to which the IRS could develop a set of specifications for Modernized
systems that would form the basis of a“solution” based procurement. Any
Modernization effort that involves legacy systems interfaces and/or access to and use of
taxpayer data creates extensive complexity that could only be reasonably addressed
after the PRIME contract is awarded and the public/private sector partnership is
formed.
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SUMMARY OF SECTION I11: IRSTECHNOLOGY INITIATIVES-IN
PROGRESS

Each year, the Information Systems (1S) organization manages major changes to its
legacy systems to accommodate annual legislative and executive program mandates.
The need to deploy and continue maintenance and support of the plethora of stand
alone modernized systems and infrastructures rolled out during the previous ten years
has created still greater workloads and compounded the legacy maintenance and
support requirements given the number and complexity of interfaces between and
among the legacy and modernized systems.

A dtill greater and far reaching wave of work in the form of the Century Date
Conversion is cascading over the diminishing workforce that is already insufficient to
keep pace with historically increasing levels of workload.

For the Internal Revenue Service (IRS), the Century Date Project is uniquely
challenging given the aged and non century date compliant legacy application systems
and infrastructures as well as thousands of undocumented applications systems
developed by business personnel in the IRS field operations which are resident on
distributed infrastructures but not as yet inventoried.

The IS organization has inventoried and scheduled for analysis and conversion, as
required, the approximately 60 million lines of computer code comprising the IRS core
business systems. With respect to the business supported field applications and
infrastructures, however, we do not know what we do not know. Until field systems
and infrastructure inventories are completed, the IRS will be unable to analyze, plan and
schedule the field systems conversion.

Compounding these challenges are the Service's efforts to continue both the rollout of
useful systems to business units nationwide and the development of modest, relatively
low risk but critically needed technologies (e.g., customer service call router).

Section 111 documents ongoing IRS efforts with the aim of enabling offerors to:

g AssessIRS capabilities;

g Judge the impact of these ongoing IRS technology related efforts on Modernization
activities anticipated to become the responsibility of the PRIME; and

g Include, as warranted, recommendations as part of the offeror’s PRIME proposal
with respect to the Service's current direction and/or the PRIME’ s desired
involvement in these initiatives.
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SUMMARY OF SECTION IV: IRSPROCESSIMPROVEMENT PROJECTS -
IN PROGRESS

Since September 1996, the IRS has initiated a series of critically needed process
improvement projects aimed at positioning the IRS to effectively participate in the
development of software and/or manage the acquisition of software.

These efforts principaly reflect the findings and recommendations of the General
Accounting Office July 1995 Report, “Tax Systems Modernization: Management and
Technical Weakness Must Be Corrected if Modernization isto Succeed.” At the time
these efforts were initiated, the IRS was rated as aLevel 1 organization utilizing the
Software Engineering Institute (SEI) Capability Maturity Model (CMM). Asof this
date, the IRS continues to function as aLevel 1 organization which is not surprising in
that industry estimates that organizations require, on average, eighteen to twenty- four
months to mature to a Level 2 capability.

Section 1V describes the process improvement projects in progress, including current
status, which range from the creation of the Government Program Management Office
(GPMO) to serve as the nexus for all Modernization program management to the
development of a comprehensive Systems Life Cycle including detailed policies,
processes and procedures.

Each offeror should focus on the scope and status of these efforts to assess the
sufficiency of the initiatives and to facilitate the offeror’ s formulation of the strategies
for ensuring that the IRS is sufficiently capable of performing its functions as part of the
public/private sector partnership prior to initiating large scale Modernization projects.

2. REQUIREMENTS
SUMMARY OF SECTION V: MODERNIZATION BLUEPRINT

The IRS prepared the Modernization Blueprint which included Modernization Business
Requirements, a Functional and Technical Architecture as well as a Sequencing Plan to
migrate from today’ s environment to the target architecture. The Blueprint, which was
developed in accordance with Systems Life Cycle requirements, was submitted to
Congress on May 15, 1997, and made available to other stakeholders, including the
technology industry, on the same date.

Since May 15, 1997, the IRS has solicited feedback from al affected stakeholders. In
summary, comments consistently reaffirm the architectural framework and the
Modernization priorities set forth in the Sequencing Plan.

While industry uniformly validated the M odernization framework, each of the offerors
correctly observed that additional detailed specifications must be formulated to enable
the IRS to either develop or acquire systems. The additional specifications identified
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as Modernization Blueprint Level 111 and IV, for the most part, must be developed by
the public/private sector partnership pursuant to the PRIME contract award. Neither
the IRS, lacking sufficient technical management capacity, nor the PRIME, lacking
knowledge of the tax codes, policies and procedures or the legacy systems, could,
independent of each other, effectuate Modernization.

The Blueprint, therefore, provides the framework for offerors to assess the breadth and
depth of Modernization, and therefore, enable offerors to formulate both a Strategic
Technical Proposal and a Strategic Business Proposal.

SUMMARY OF SECTION VI: ORGANIZATIONAL MODERNIZATION

Commissioner Charles O. Rossotti proposed in testimony before the Senate Finance
Committee an Organizational Modernization concept that would enable the IRSto “. . .
organize around the needs of our customers, the Taxpayers.” and in a manner which “. .
. sSimply reflects the structure of the U.S. economy.” The proposal would reorganize
the IRS business operations “. . . into four units, each charged with end-to-end
responsibility for serving a particular group of taxpayers with similar needs’ as follows:

g Wage and Investment Income Taxpayers,

g Small Business Taxpayers,

g Large Corporate Taxpayers; and

g Employee Plan and Exempt Organization Taxpayers.

The Modernization of IRS, therefore, would be driven by the business reorganization
and the application of commercia best practices, and enabled by Modernized Systems
to be developed within the architectural framework of the Modernization Blueprint.

SUMMARY OF SECTION VII: MODERNIZATION BLUEPRINT PHASE
I/RELEASE 1- CUSTOMER SERVICE AND COMPLIANCE PILOT

To ensure a competitive acquisition based procurement, the Request for Comments
(RFC) for a Prime Systems Integration Services Contractor contemplated a competition
based on afixed price proposa for developing and implementing Phase | of the
Modernization Blueprint and offeror “capabilities” with each component afforded equal
evaluation weight.

Without exception PRIME offerors strongly recommended a primarily “capabilities’
based competition with some consideration given to a“solution” for a more modest
systems implementation, relative to all of Phase | of the Blueprint.

Given the IRS technology priorities as described in Section 111, 1V and V, together with
the recognition of the Service' s limited technology management capabilities, the Service
acceded to industry recommendations, acknowledged that a PRIME proposal
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based on a complete Phase | would divert enormous industry and government resources
to the procurement, dramatically extend the acquisition timeframe and, most
importantly, contravene the principle of the public/private sector partnering to leverage
each parties complementary knowledge, skills and capabilities.

Accordingly, the RFP provides for a more modest, yet challenging “solutions’ based
competition in which a Customer Service and Compliance component of Phase | of the
Modernization Blueprint is specified in Section V11 that will require offerors to develop
both a Technical Proposal and a Business Proposal to develop, prototype and
implement the Customer Service and Compliance Pilot.

To mitigate procurement delays and yet provide for meaningful tests of the capabilities
of the offerors, the Customer Service and Compliance Component is based on the
following:

g Critically needed functionality to provide the framework for both the telephonic
and systems security infrastructure that would enable a market segment of
individual income taxpayers to access the IRS more efficiently via the telephone
and Internet and secure access, on-line, to taxpayer account information, thereby
facilitating “ one-stop shopping” telephonic and Internet resolution of taxpayer
account issues,

g Opportunity to accelerate time to market by focusing on only a single market
segment (e.g., a segment of the individual income tax taxpayers);

g Minima dependence on interfacing with legacy or operational IRS systems;

g Application of commercia off-the-shelf (COTS) software, middieware and
hardware components wherever feasible; and

g Opportunity to undertake significant performance testing in a prototype and pilot
environment to provide “real world” assessment of the Modernization Blueprint’s
overal architecture (e.g., infrastructure, systems and data security and data
management).

D. PRIME PROPOSAL ELEMENTSMUST PROVIDE TECHNOLOGY AND
BUSINESS SOLUTIONSTO MEET THE UNIQUE NEEDS OF THE IRSAND
REFLECT THE RELEVANT PAST PERFORMANCE OF THE PRIME OFFEROR
TEAM ASIT APPLIES SPECIFICALLY TO THE IRSMODERNIZATION

Congress as well as both the IRS and industry recognize that past performance should be a
critical factor in selecting the PRIME, as confirmed by formal discussions with the potential
offerors. Instead of submitting a recitation of past performance data and representations,
however, the offerors must demonstrate the value of the PRIME' s past performance as it
applies to the Modernization Program.
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Thus, the following discussion of the elements that must be included in both the technical
and business solutions should a so reflect the applicability of the PRIME'’ s past performance
in addressing the unique needs of IRS:

g Strategic Technical Proposdl,

g Strategic Business Proposal; and

g Phasel: Customer Service and Compliance Pilot Proposal.

It is aso expected that the strategic technical and business approaches envisioned for the
long term Modernization program would be applied to the proposal for the Phase I:
Customer Service and Compliance Pilot.

SUMMARY OF SECTION VIII: STRATEGIC TECHNICAL PROPOSAL

Offerors are requested to develop a Technical Proposal comprising the following
elements:

Program Management Approach (PMA);

Technical Partnering Approach (TPA);

Technical Approach and Resources Plan (TARP); and
Contract Management Approach (CMA).

Program M anagement/Systems L ife Cycle Approach (PMA). A successful
Modernization effort would be predicated, in large part, on the program
management practices applied by the government and its private sector partners,
the framework for which is embodied in the Systems Life Cycle. Each offeror
would be expected to prepare a comprehensive program management/systems life
cycle plan (hereinafter known as the Program Management Approach) which
reflects the expectations and guiding principles set forth in Section V111 including,
but not limited to:

- Strategiesto complement and execute the systems life cycle processes and
practices currently under development by the IRS and 1SC as described in
Section IV, “IRS Process Improvement Projects - In Progress”.

- Adherenceto SEI CMM Level 3 applicable standards related to program
management for both Software Development (SW) and Software Acquisition
(SA).

- Appropriate program and project management infor mation and
reporting systems to define program and project costs, schedules and

[-10
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deliverables as well as to monitor, identify and report status, including
corrective action plans and steps taken to mitigate risk.

- Configuration Management from “cradle to grave’ including appropriate
automated tasks, processes and procedures.

- Program Management Approaches That Ensure the Integration of
Multiple M oder nization Releases that Would Be Compounded by the
Need to Interface the Releases With the Dynamic Legacy World. Lastly,
and perhaps uniquely challenging, given the Modernization strategy of
migrating from today’ s legacy environment to the “target” architecture, itis
essential for the offeror to formulate the program management approach to:

* Develop and execute the program management plan to integrate the
various elements comprising each Modernization release and the releases,
one with another;

» Edtablish the necessary reporting systems and controls to ensure the timely
development of interfaces with legacy systems,

» Plan and execute data conversions to ensure systems performance issues
are addressed with respect to legacy systems; and

* Harmonize Modernization efforts with the necessary executive and
legidatively mandated changes to legacy systems.

g Technical Partnering Approach (TPA). Section VIII setsforth expectations and
guiding principles concerning the roles and responsibilities of the Department of the
Treasury, IRS, the Integration Support Contract (ISC) which shall serve asthe
government’ s Systems Engineering and Technical Assistance (SETA) contractor,
the Federally Funded Research and Development Center (FFRDC) and the PRIME.

Partnering also extends to critical stakeholders including, but not limited to
Congress, the Office of Management and Budget and the National Treasury
Employees Union.

- Executive Direction. The following summarizes the roles and responsibilities
of the principal entities providing executive direction:

* Thelnterna Revenue Service's Management Board (IRSMB) chaired by
the Deputy Secretary of the Treasury, will provide oversight to the
M odernization Program;

 ThelRS Modernization Steering Committee (M SC), to be chaired by

the IRS Commissioner and to include senior executives from Treasury, the
IRS Deputy Commissioner, the IRS business General Managers, the IRS

-11
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Chief Inspector, the IRS Chief Financial Officer, the IRS Chief for
Management and Administration, the President of NTEU and the IRS
Associate Commissioner for Modernization/Chief Information Officer
(ACM/CIO) will provide strategic direction and guidance to the

M odernization program; and

The IRS Investment Review Board (IRB), chaired by the Deputy
Commissioner, and to include senior Treasury officias (e.g., Deputy
Assistant Secretary for Information Systems and Chief Information
Officer), IRS Chiefs and the executive leadership of the PRIME and
FFRDC will review technology investment decisions and make
recommendations to the IRSMB.

- Public/Private Sector Partnering. IRS would provide lead program
management and proposes the following overall definition of responsibilities
aimed at tasking that |everages the knowledge and expertise of the parties
while creating the necessary “ checks and balances’ to ensure effective
solutions. Further, the proposed partitioning of responsibilities enables
performance based contracting insofar as contractor/government
interdependencies are clearly defined:

The IRY/ISC/FFRDC * Jumpstart” group, an assemblage of IRS, ISC and
FFRDC lead engineers and architects, would be enlarged to include the
PRIME and continue to both provide overall strategic direction and evolve
the Modernization Architecture and Sequencing Plan.

IRS together with the ISC, the FFRDC and the PRIME would assume
responsibility for devel oping business requirements.

The PRIME would assume lead responsibility for validating the business
requirements, undertaking business process reengineering efforts,

devel oping alternative engineering solutions, preparing business cases as
well as developing, integrating, testing and deploying the modernized
systems together with business user training and other support functions,
and

The IRS, the ISC and the FFRDC would also enforce the Systems Life
Cycle processes (e.g., validate business cases, review and approve the
Prime’ s deliverables), manage the systems acceptance testing function and
provide Independent Verification and Validation services.

A more detailed decomposition of the proposed roles and responsibilitiesis set
forth in Section VI1II.

g Technical Approach and Resources Plan (TARP). Once the partnershipis
defined with respect to programmatic roles and responsibilities, the Technical
Approach would set forth the strategic plan for Modernizing as well as the

[-12
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specialized resources needed to bring the Modernization to fruition. Significant
strategic considerations discussed in more detail in Section VIl are asfollows:

- Modernization of the IRS would be driven by the business reor ganization
and the application of commercia best practices, and enabled by modernized
systems to be developed within the architectural framework of the
Modernization Blueprint.

- Competing Priorities. It isessentia for the offeror to develop a strategic
approach for managing multiple competing priorities, specifically the need to
“get on” with Modernization yet deferring major systems development until the
IRS possesses the requisite capabilities to partner with the private sector.

- Paralld Development. The offeror should present an analysis,
recommendations and a plan concerning the feasibility of proceeding with the
development of the Modernization Blueprint “data engine,” commencing with
the “Customer Service and Compliance Pilot,” while smultaneously
undertaking the requisite and related business processing reengineering efforts.
Similarly, the offeror should address the feasibility and risks of multitasking
development (e.g., ssmultaneous application and infrastructure development).

- Incremental Modernization. Modernization is dependent on migrating from
today’ s legacy environment to the target architecture which suggests significant
data management issues including, but not limited to, data administration, data
conversion, data synchronization and performance testing. Additionally,
incremental modernization requires a business end user perspective insofar as
the migration must be implemented in a manner that minimizes program
disruption and facilitates business acceptance through innovative management
strategies that would include rigorous end user procedures and training.

- Specialized Technical Resources. The unprecedented size and complexity of
Modernization requires extraordinary resources to provide focused specialized
expertise with respect to critical technical functions including data modeling,
performance simulation and modeling, data conversion as well as research and
development laboratory capabilities.

- Specialized Commercial Resources. It is expected that the PRIME would
propose extensive commercial sector consulting capabilities insofar as the IRS
principal business enterprises are analogous to a variety of private sector
business operations including, but not limited to the:

* Management of call Sites;

*  Customer service programs,

» Large scale data capture operations;
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* Accounting;
* Financid reporting;
* Dédinguent debt collections; and

e Auditing.

g Contract Management Approach (CMA). After establishing the “cradleto

grave’ program management approach, creating the partnership and formulating
the technical approach and resources plan, the offeror would propose a contract
management approach which focuses on managing the tasking processes for
multiple suppliers detailed to a number of paralld initiatives. Guiding principles,
elaborated in Section V111, include:

- Compliance with the defined processes and practices set forth in the SEI CMM
Level 3 Software Acquisition (SA) standards; and

- Checks and balances that define government and contractor responsibilities as
set forth in Section V1II.

SUMMARY OF SECTION IX: STRATEGIC BUSINESS PROPOSAL

Offerors are requested to develop a Business Proposal comprising the following
elements:

Business Partnering Approach (BPA);

Modernization Funding Plan (MFP);

Small Business Subcontracting Approach (SBS); and

Response to Proposed Government Terms and Conditions (GTC).

Business Partnering Approach

Complementing the Technical Partnering Approach, the principal objective of the
Business Partnering Approach (BPA) is to structure business arrangements among
the PRIME, its principals and subcontractors and between the PRIME and the IRS
to ensure the:

- Development and selection of “best value’ business solutions; and

- Co¢t effective and timely design, development, integration testing and
implementation of the “best value” business solutions.
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Accordingly, the Proposal should minimally provide strategies to ensure the:

- Development and selection of “best value” solutions from a range of
alter natives, each of which considers:

* Commercial Best Practices,

*  Commercial-off-the-shelf Software;
» Acceerating Timeto Market;

e Quantifying Systems Performance;
e Minimizing Cost; and

» Validating Feasibility.

- Developing, integrating, testing and deploying the moder nized systemsin
the IRS environment that would:

» Accelerate time to Market;
e Minimize Cost; and
* Ensure Achievement of Performance Metrics.
Additionaly, the proposal should include strategies which consider the following:
- Competition Derived “Best Value” Business Solutions. The offeror
should propose best value business solutions which reflect the

development and evaluation of competing alter natives.

- Alternative Business Solutions derived from each PRIME team’s
commer cial expertise

As applicable, offerors should propose solutions derived from commercial best
practices and COTS products. It is expected that the commercial core
competencies would be instrumental in reengineering current IRS business
practices, regardless of the applicability of particular COTS solutions.

- Ensuring “level playing field” competition among the PRIME's principals and
subcontractors.

- Minimizing Contractor “Handoffs’ for systems design, development,
integration, testing and deployment.
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- Compliance With the Modernization Blueprint Architecture and Standards
- Robust PRIME Contractor to Provide:
* Program Management;
*  Procurement Administration;
* Modernization Infrastructure;
* Horizontal Integration.
- Potentia for Contractor Systems Operations And Maintenance
- Commodity Acquisition

g Modernization Funding Plan (MFP). While the government continues to be
interested in the PRIME’ s “front-end” investment strategy, based on discussions to
date, it appears that the private sector’s investment strategy has yet to generate a
specific approach that would not require extensive negotiations with the various
government stakeholders (e.g., IRS, Department of the Treasury, Office of
Management and Budget and Congress).

At thistime it appears that both the government and the offeror risk becoming
distracted by these issues which could inadvertently divert the parties attention
from the focus of the effort -- to effectuate M odernization in a manner that
generates “best value’ solutions.

Accordingly, it is envisioned that the government will proceed with the following
near-term funding strategy:

- Develop abusiness case for the Phase I/Release 1 Customer Service and
Compliance Pilot;

- Prepare a 1999 Presidential Budget request for advanced funding (e.g.,
Information Technology Investment Account) for the Pilot; and

- Define the “fencing” conditions that would be required to obligate funds (e.g.,
successful acquisition of the PRIME, completion of essential Systems Life
Cycle process improvement projects, PRIME’ s validation of the cost, schedule
and deliverables set forth in the business case).

g Small Business Subcontracting Approach (SBS). The offeror would propose a
small business subcontracting plan that would define tiers of contractors to
differentiate between the functions to be performed by the principa partners and
activities that would be defined as subcontracting. The small business goals will
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be applied to the subcontracting activities thus defined. The PRIME would be
responsible for achieving the aggregate IRS program goals.

g Responseto Government Termsand Conditions (GTC). Please refer to
Section XII, “Contract Administration”, for a discussion of terms and conditions.
Selected critical terms and conditions are as follows:

- Impact of the PRIME’s Performance on Contract Duration. The contract
term would not exceed fifteen years. It is proposed, however, that the PRIME
contract term:

Conclude with the completion of each major work effort (e.g.,
development and implementation of subreleases one and two of the
Phase I/Release 1 of the Modernization Blueprint) unless the IRS
affirmatively authorizes the PRIME to proceed with subsequent tasking;
and

In the event the PRIME is performing multiple tasks, the contract would
conclude at the completion of the final principal task unlessthe IRS
authorizes the PRIME to proceed with subsequent tasking.

- Intheevent theIRSwereto concludethat the PRIME failed to perform
adequately, without further competition, the IRS could negotiate one or more
task orders with one or more of the PRIME’s principa partners to assume
responsibility for one or more of the major functions heretofore performed by
the PRIME (e.g., program management, procurement administration).

- Inthe event the IRS would elect to discontinue its contract relationship with
the PRIME, the IRS may:

Without further competition, negotiate a PRIME contract with one of the
incumbent PRIME’ s principal partners, provided the principal partner met
or exceeded the PRIME minimum eligibility requirements as set forth in
Section X1, “PRIME Eligibility and Proposal Evaluation Approach”; or

Undertake a competitive acquisition of a PRIME contractor.

SUMMARY OF SECTION X: PHASE I/RELEASE 1- CUSTOMER SERVICE
AND COMPLIANCE PILOT

The offeror must evaluate and validate the Pilot Business Case (RFP Volumelll,
“Modernization Blueprint, Phase |/Release 1 Business Case”) and pilot specifications
(RFP Volume 111, “Modernization Blueprint, Phase I/Release 1 Engineering
Specifications’). Based on the evaluation and validation, the offeror must develop a
Technica and Business Proposal for subreleases one and two of Phase I/Release 1,
comprised of five subreleases. The proposal must define the manner in which both
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“past performance” and the principles and approaches set forth in the offeror’s
Strategic Technical and Business Proposals apply to the Pilot Technical and Business
Proposals.

g Technical Proposal. The Technical Proposal must apply the principles set forth in
the offeror’s Strategic Technical Approach defined in Section VI including:

Program Management/Systems Life Cycle Approach (PMA);
Technical Partnering Approach (TPA);
Technical Approach and Resources Plan (TARP); and

Contract Management Approach (CMA).

g BusinessProposal

The Business Proposal must apply the principles set forth in the offeror’s Strategic
Business Approach defined in Section 1X including:

Fixed Price or Performance Based Contracting Agreement or alternative
contractural arrangement (BPA);

Small Business Subcontracting Approach (SBS); and

Response to Proposed Government Terms and Conditions (GTC).

SUMMARY OF SECTION XI: PRIME ELIGIBILITY AND PROPOSAL
EVALUATION APPROACH

A. PRIME ELIGIBILITY CRITERIA

Given the breadth and depth of Modernization, the IRS seeks only those
organizations with the extraordinary qualifications and experiences required for
such avast undertaking. While most previous systems development and integration
efforts pale in comparison with Modernization, it is anticipated that organizations
which meet or exceed the following criteriawould be sufficiently qualified and
experienced to assume lead responsibility for systems devel opment and integration:

g

g

Available working capital to be no less than $200 million;

Government approved Compensation, Purchasing, Estimating and Accounting
Systems;

Software Development CMM Leve 3 Certification;
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g Software Acquisition CMM Level 3 Certification; and

g Demonstrated significant program management and systems integration
experience including management of subcontractors as measured by |ead
responsibility for development and implementation of an integrated information
system or systems with a scope:

* Requiring in excess of 5 million lines of computer code or equivalent scope
and complexity (e.g., integration of COTS and custom code); and/or

* Requiring abudget in excess of $300 million.

The offerer must provide at least three (3) client references to enable the IRS
to validate the offerer representations related to PRIME dligibility criteria

B. PROPOSAL EVALUATION APPROACH
The proposal evaluation is predicated on the following guiding principles.

g Pursuant to Public Law 104-208, the Competitive Acquisition of the
PRIME Must be Based on Prior Private and Public Sector Experience
including experience in managing large scale complex computer systems,
working with government revenue agencies, showing demonstrable resultsin
reducing costs, increasing productivity, improving service and integrating
human performance factors with technological changes.

g TheCompetitive Acquisition of the PRIME Must Be Based to Some
Extent on Contractor “ Solutions’ but to a Greater Extent on Contractor
“Capabilities’. IRSis currently unable to prepare detailed systems
specifications for the massive Modernization effort that would enable a
traditional “solutions’ based procurement (i.e., a competitive acquisition
culminating in afixed price proposal and based on the evaluation of Technical
and Cost Proposals to devel op and implement a system predicated on detailed
government specifications). Thus, while the procurement strategy must be
predicated to some extent on a“solutions’ based competition, to afar greater
extent, the acquisition must be based on the “capabilities’ of the private sector
to successfully apply the necessary resources and processes to address the
unique needs and limitations of the IRS.

g Past Performancelsof Great Significance, but Only to the Extent it
Appliesto the Modernization Program. Congress as well as both the IRS
and industry recognize that past performance should be a critical factor in
selecting the PRIME, as confirmed by formal discussions with the potential
offerors. Instead of submitting a recitation of past performance data and
representations, however, the offerors must demonstrate the value of the
PRIME's past performance as it applies to the Modernization Program.
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Accordingly, the following weighting would be applied to the evaluation of offeror

proposals:
PROPOSAL EVALUATION
ELEMENTS POINTS
g Strategic Technical Proposal
* Application of Past Performance .................... 1,500
o Proposal .. ... 2,500
4,000
g Strategic Business Proposal
* Application of Past Performance .................... 1,000
o Proposal .. ... 2,500
3,500
g Phasel/Release 1. Customer Service and Compliance Pilot Proposal
» Application of Past Performance ..................... 500
e Vdidationof Volumell/Ill .......................... 300
* Mandatory Proposal
~Technical .......... ... 750
—BUSINESS ... 150
» Alternative Proposa
~Technical .......... ... 150
—BUSINESS ... 150
2,000
g Evaluation of Offerors
Responsesto the IRS Request for Comments(RFC) ....... 500
GRAND TOTAL 10.000

*NOTE: Should the offeror elect to submit only a Mandatory Proposal, the rating ratio (Mandatory proposal
points earned divided by the available points) would be applied to the Alternative Proposal points and be included
as part of the overall Phase | /Release 1 Customer Service and Compliance Pilot.

PRIME ACQUISITION SCHEDULE - TARGET DATES
g IssueFina RFP - No Later Than April 1, 1998
g Proposal Submission - June 1, 1998

g Contract Award and Commencement of Modernization - December 1, 1998
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SECTION |1 CONTEXT: TODAY’SIRSINFORMATION TECHNOLOGY
ENVIRONMENT

A. BACKGROUND

The IRS originally developed its corporate data base systemsin the late 1950's and 1960's
to capture, store and process tax return and payment information. These systems were
developed largely on mainframe infrastructures which provided for the requisite
performance, capacity and security. All of these aspects were critically needed by the IRS
given the massive volume of datato be processed within narrow timeframes and the need to
adhere to Federa statutes concerning the privacy and non-disclosure of confidential
taxpayer information. These systems became known as the “Master Files.” Asthe volume
of data mushroomed over the succeeding decades, the IRS experienced increasing difficulty
in managing the data, particularly given the increasing demand for data on-line to resolve
taxpayer account issues, facilitate examination and collection, as well as provide for
improved taxpayer services.

As Tax Systems Modernization evolved in the 1980's and early 1990's, effort focused on
delivering taxpayer services and compliance functionality together with limited on-line
access to taxpayer account information. These objectives were achieved through highly
complex corporate data systems and the devel opment of “ stovepiped” systems with stand-
alone databases utilizing the principles of distributed computer processing, an approach to
computing en vogue during the late 1980's and 1990's.

While the modernized systems provided on-line access to limited taxpayer account
information, the IRS experienced increasing difficulties synchronizing disparate stand-alone
stovepiped data bases and expended significant funds to devel op and operate stand-alone
systems with duplicative functionality, infrastructures and telecommunications. Minimal
progress was made in replacing the core “Master File” systems, thereby requiring even
greater expenditures for the interfaces between the stand-alone systems and the “Master
File’" systems. Additional resources were also dedicated to maintaining controls over the
disparate stand-alone systems and data bases.

Overdll, the IRS computing environment evolved into an extraordinarily complex array of
systems which may be characterized as follows.

g TheMaster Filelegacy systems and data bases receive data from tax return and
payment submissions processing systems, the latter of which are deteriorating, causing
excessive downtime and diminishing productivity;

g Stovepiped systems, with stand-alone data bases that provide fragments of customer
service functionality, are unable to directly update the Master Files; and
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g Thelntegrated Data Retrieval System (IDRS), designed as an end user system, is
employed inappropriately asa*hub” system between the Master Files and the
stovepiped systems. Indeed, many of the stovepiped systems were devel oped because
of the lack of successin replacing the Master Files and the need to “work around” the
limited capabilities of IDRS.

B. CHALLENGESTO ACCESSING CORPORATE DATA

The IRS must develop and implement a comprehensive modernization program to enable
IRS employees to effectively service taxpayers regarding the resolution of taxpayer
accounts. Limitations of the existing systems are summarized as follows:

1. TIMELINESS OF TAXPAYER ACCOUNT INFORMATION

The Corporate data, known as the Master Files, are comprised of taxpayer entity, tax
return, tax payment, taxpayer account history and third party information return data.
Generadly, payment and tax return information are received either electronically or via
paper documents in the ten (10) Service Centers and following transcription and
perfection, the data are transmitted daily to the Martinsburg Computing Center.
Instead of updating the Master Files each day, however, the data are accumulated
during the five business days of each week and posted to the Master File data bases
through a series of computer operations, commencing on Saturday of each week and
extending over severa days. Thus the data captured at the Service Centers may not be
available on the Master Files for aslong as 10 days from the date the information is
transmitted to Martinsburg.

Computer on-line access to these data and the ability to update the information are
further delayed by the need to transmit the updated Master File data to each Service
Center. Inturn, the Service Center updates the on-line Integrated Data Retrieval
System (IDRS), the primary system utilized by Customer Service Representatives
(CSR) to resolve taxpayer account iSsues.

The elapsed time for the entire process, therefore, from initial data capture at the
Service Centers to posting of the data on IDRS may exceed two weeks.

2. FRAGMENTATION AND INACCESSIBILITY OF TAXPAYER ACCOUNT
INFORMATION

In addition to lacking currency, the information may not be either sufficient and/or
readily accessible to facilitate the research and resolution of taxpayer account issues.
For example, each Service Center IDRS data base contains approximately one percent
of the total number of taxpayer accounts on the Master File. The sum total of taxpayer
accounts available on the ten (10) Service Center IDRS systems is approximately ten
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percent of the total number of taxpayer accounts on the Master Files. It should be
noted, however, that while the accounts posted to IDRS are limited in number, they
represent the accounts which are most likely to be active.

Further, the IRS neither maintains the source payment documents nor posts either
detailed transaction specific payment or tax case information to the Master Files.
Instead, the detailed tax and tax case information is stored on stovepiped systems with
stand-alone data bases which, for the most part, are not integrated with either the
Master Files or the corporate on-line system, IDRS.

For example, separate tax assessments for the same taxpayer could be found on the
Automated Collection Systems (ACS), the Automated Under Reporter System (AUR),
the Automated Substitute for Return System (ASFR), the Audit Information
Management System (AIMS), the Integrated Collection System (ICS) as well asthe
Totally Integrated Examination System (TIES). Thus, a CSR may need to research a
variety of systems to obtain a comprehensive view of al datarequired to resolve a
taxpayer’ s account issues.

Access to these systemsiis further complicated by the stand-alone distributed systems
infrastructure networks supporting these systems (e.g., IDRS, AUR, ACS, ICS, ICP),
which require one or more CSR’ s to potentially access several computer terminal
devices to comprehensively identify all potential taxpayer account issues. It should
also be noted that these stovepiped distributed processing networks each require
significant expenditures to develop, update and maintain as well as drive the agency’s
telecommuni cations expenses.

Regardless of the limitations of these systems from the perspective of overall tax
account resolution capabilities, however, it should be noted that each of the systems
provides significant business functionality and productivity benefits. The IRS,
therefore, should not consider the retirement of these systems until their functionality is
replaced by modernized systems.

3. ASYNCHRONOUSTAXPAYER ACCOUNTSINFORMATION

Resolving taxpayer account issues often requires considerable research on multiple
systems and a series of complex time consuming tasks to update the various data bases.
For example, a case resolution utilizing the Automated Collection System (ACS)
requires updating the ACS systems pursuant to interaction with the taxpayer, the
generation of paper computer ACS outputs which are subsequently utilized to enter
manually pending account resolution information into IDRS which, in turn, transmits
datato Martinsburg to update the Corporate Master Files, which, in turn, posts final
account datato IDRS.

Alternatively, a CSR could aso initiate the account resolution sequence, described
above, by entering information directly into IDRS. The IDRS command code structure
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which is used to initiate activity on the system, however, is extremely complex, which
further complicates the work, adversely impacts productivity and results in account
resolution errors.

Additional delays occur if datafailsto post to any one of the systemsin the sequentia
posting processes, thereby further delaying the availability of current authoritative data.
These corrections are subject to the same 7 to 10 day Master File update cycle
previously described.

4. MANAGING TAXPAYER CASE RESOLUTION ISSUES

Most of the stand-alone systems provide for case management functionality which is
duplicative (e.g., case creation, case assignment, case processing and management
reporting). Further, each system generates management reporting information which is
not homogeneous, one with the other, therefore, depriving management of an
integrated case management repository and, in turn, diminishing the agency’ s capability
to effectively manage the customer service and compliance programs.

C. EVOLUTIONARY APPROACH TO MODERNIZATION WOULD ENABLE
EFFICIENT ACCESSTO CORPORATE TAXPAYER ACCOUNT
INFORMATION

Historically, the Tax System Modernization Plan focused on replacing the Master File data
bases with a modernized relational data base system, the Corporate Accounts Processing
System (CAPS), that would support the modernized customer service, compliance and
financial reporting systems to be developed simultaneoudly with CAPS implementation.

CAPS development, however, never progressed beyond the design stage, thereby
necessitating the IRS to devel op the stovepiped customer service and compliance systems,
each with stand-alone data bases.

Given the extensive devel opment and deployment of the stovepiped systems and the
additional complexity of the IDRS system, which serves as both a bridge and a barrier
between the Master Files and the stand-alone systems, the IRS must modernize by evolving
from today’ s mix of outdated corporate Master Files and stovepiped “modernized” systems
to the target modernization environment.

Put another way, even if the original modernization “big bang” approach to initially develop
CAPS was plausible at the outset of the Tax Systems Modernization effort, the myriad of
stovepiped systems implemented during the past 15 years coupled with the complexity of
the linkages and interdependencies between and among the Master Files, IDRS and the
stand-alone systems now dictates an evolutionary approach to Moder nization.
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The evolutionary strategy would provide for modernized systems that reflect reengineered
business processes. For the first time, modernized systems would be implemented in a
series of integrated modules pursuant to sequencing plans that reflect both business
priorities and systems engineering best practices. In addition to providing a map for the
rollout of the modernized systems modules, the plan would identify required interim
interfaces with legacy systemsto ensure seamless integration as well as target the retirement
dates for the legacy systems.

1. EVOLVING MODERNIZED SYSTEMS

In November 1996, the IRS initiated a comprehensive effort to baseline the existing
technology investments, including both the original “Master File” systems as well
asthe morerecently “modernized” stand-alone systems. The baseline maps existing
systems functionality, systems interfaces, data flows and supporting infrastructures.

From the existing baseline, the IRS is detailing its target business requirements and
identifying the least risk approach for evolving from today’s fragmented set of
systemsto the target integrated systems that would provide for the core business
requirements. The migration strategy, known as the Modernization Systems
Sequencing Plan, is the bedrock of the Modernization program upon which the
Modernization Architecture and discrete Modernization projects would be devel oped.

While it would be essential for IRS to conform with the Sequencing Plan strategy which
prescribes an early and intensive effort to migrate to a new set of corporate
processing systems that will accept, store, process and make available on-linethe
agency’s cor por ate databases, the plan would also provide for a modular build
approach with sufficient flexibility to adjust to the redlities of changing business
requirements.

2. EVOLVING TO A MAINFRAME CENTRIC INFRASTRUCTURE

In addition to developing a Sequencing Plan for the application systems functionality,
the approach also provides for areconsideration of the infrastructure approach
including the feasibility and desirability of shifting away from a distributed
processing environment and toward a mainframe centric infrastructur e to address
the specific needs of the IRS with respect to the massive volumes of data to be
processed, accessed, and managed while complying with performance requirements and
data security needs. Systems could be customized to serve end-user’ s unique
computing needs while eliminating the existing duplicative stovepiped distributed
computing networks, thereby achieving operating cost savings, improved data security
and performance.
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3. SCOPE OF MODERNIZATION

Modernization entails the rebuilding and renewal of virtually all major elements of the
IRS applications systems and infrastructure including:

g

Submissions Processing Systems - receipt, capture and perfection of tax, payment
and third party information;

Corporate Data Processing - storage and access to tax, payment and third party
information as well as taxpayer account data and taxpayer case management
information. These systems aso facilitate taxpayer account resolution through
automated issue detection, computerized taxpayer notices and correspondence,
case management facilities and on-line access to taxpayer account information;

Customer Service Systems - automated work processes to access corporate data,
manage and process the cases, resolve the accounts and close the cases,

Compliance Systems - examination and collection research capabilities, automated
case processing, and case management to increase tax compliance; and

Financial Reporting Systems - Reconciliation of taxpayer and tax accounts to
provide comprehensive revenue reporting.

4. MODERNIZATION GUIDING PRINCIPLES

Given today’ s computing environment which warrants, more than ever, afocused and
managed Modernization program, the IRS plans to adhere to the following principles:

g

Given the breadth and depth of the IRS' systems needs and the attendant
timeframes that would be required to Modernize, the IRS must initiate relatively
modest information technology investmentsto satisfy critical near term “ stay
in business’ needs;

M oder nization beyond near term investments, however, must proceed along an
evolutionary path focused on modular systems releases which follow a controlled
Modernization Sequencing Plan,

The IRS must avoid both a “big bang” development plan and atendency to seek
to moder nize all systems simultaneoudly;

Prioritization and sequencing of Modernization investments should be predicated
lar gely on moder nizing that which most adver sely impacts America’s Tax
Administration System. Given the inaccessibility of corporate data and its
adverse impact on customer service and compliance programs, the Modernization
should give consideration to initially focusing on the development of accessible
and authoritative Corporate Data Systems,
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g TheModernization must plan for a “safety net” of legacy systemsto provide for
temporary functiona redundancy until the new Corporate data systemsare
proven in an operational environment; and

g ThelRSmust not retireits stovepiped customer service and compliance

systems until their functionality isreplaced by modernized systems insofar as the
IRS business operations are largely dependent on these systems.
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SECTION Il CONTEXT: IRSTECHNOLOGY INITIATIVES-IN
PROGRESS

A. YEAR 2000 CONVERSION
1. DESCRIPTION OF INITIATIVE:

The Y ear 2000 presents a significant challenge to IRS operations and is recognized as
one of the highest priorities for the Service. The problems may occur well before the
year 2000 as some applications use future dates for data prediction and extrapolation.
Within the IRS, the problem is pervasive and must be addressed at the highest levels
across the agency. The Year 2000 Project Office was created by the IRS Associate
Commissioner for Modernization/Chief Information Officer (ACM/CIO) in
September 1996, to proactively direct the identification and conversion of al IRS
computer systems.

Most of the current software running on the Service's mainframe systems, aswell asits
many server and desktop systems which represents more than 60 million lines of
computer code, employ atwo-digit year format in date representations. The IRS Y ear
2000 Project Office scope includes Commercia Off The Shelf (COTS) products,
systems software, telecommunication components and hardware systems (refer to
DIS/RPS Replacement System and Mainframe Consolidation efforts). In addition, the
IRS is evaluating field and customer owned systems to determine which components
should be retired or converted to Y ear 2000 compliance. Asthe IRS pursuesthis
effort, it has recognized the need to establish dedicated testbeds for the various
platforms to ensure successful conversions. It has aso developed plans and processes
for comprehensive testing and certification of the converted systems.

For its Y ear 2000 conversion effort the IRS is using a fourteen step process which
includes inventory and conversion activities such as analysis, coding, and testing, and
certification. The IRS systems are scheduled for conversion over five phases, starting
in January 1997 and ending January 31, 1999. Further details are available in the Year
2000 Project Management Plan.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

By the PRIME Contract award date, it is anticipated that most of the IRS tax
processing systems will be updated and Y ear 2000 compliant (scheduled to complete
conversion by January 1999). The new hardware and COTS products procured for the
Y ear 2000 conversion effort should facilitate the modernization insofar as the project
positions the IRS to move forward with mainframe active platforms and a TCP/IP
network supporting in excess of 20,000 Windows NT workstations.
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3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would become involved with the Y ear 2000
Project, the IRS plans to provide to the PRIME all relevant project documentation that
may facilitate Modernization (e.g., telecommunications and network documentation,
testing materials).

B. SERVICE CENTER MAINFRAME CONSOLIDATION (INCLUDING TERMINAL
REPLACEMENT)

1. DESCRIPTION OF INITIATIVE:

g

The Service Center Mainframe Consolidation Project was established to support
IRS Service Centers with modern, Y ear 2000 compliant systems capabilities for
providing improved data access and quality. Currently the Service processes tax
information at 12 major computing installations, including ten service centers
supported by 67 mainframes. The existing Service Center mainframes are older
technology Unisys and IBM systems, expensive to operate and maintain, and, in
some cases, not Y ear 2000 compliant. In addition, thereis very limited disaster
recovery capability for current Service Center processing. The initiative reduces
the processing overhead and time associated with information transfer between the
existing mainframe install ations and the customer support terminas. The
combination of upgrading legacy systems to modern technologies, as well as
consolidating and eliminating redundant capabilities within fewer locations permits
asignificant resource savings. Unisysis serving as the program manager for this
effort, with IRS participating on Integrated Product Teams and responsible for
program oversight. The IRS isusing the Service Center Support Services (SCSS)
contract, which was awarded in 1995, to obtain contractor services. Sub-projects
included within the Consolidation areainclude:

- Sevice Center Replacement System (SCRYS) - the system that provides
processing support to the Service Center's real-time and pipeline tax collection
application.

- Communications Replacement System (CRYS) - the system that provides
communications and security management functions, including access control,
logon, and individual access profiles for each system user.

- Integrated Collection System/Automated Collection System (ICSACS) - the
principa system supporting the tax collection process.

- Printer Replacement to Incorporate New Tools (PRINT) - the system that
supports high-volume printing of tax correspondence and internal management
reports.
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- Telecommunications - modernized telecommunications infrastructure will
provide universal access through Wide Area Network connectivity as well as
high speed channel access for internal host to host communications. Both
these components will ensure Y ear 2000 compliance and support additional
Customer Service connectivity.

g The Terminal Replacement Project will provide business users with a modern
platform upon which to run present day tax processing applications while providing
afoundation for future functional support. The solution uses al Commercia Off
The Shelf (COTS) equipment and software for the workstation and connectivity
between user locations at District Offices (DO), Posts of Duty (POD), Call Sites,
Customer Service Sites, Service Centers, and Consolidated Computing Centers.

L egacy assets and resources are incorporated wherever possible (i.e., use of the
IRS Data Communications Network, Service Center Local Area Networks
[LANS]).

The building block for the replacement strategy is a workstation utilizing a
pentium-class microprocessor running the Microsoft Windows NT version 4.0
operating system. It will utilize aterminal emulator, INFOConnect, to simulate the
functions supported by IDRS and ACS terminals. The goal will be to provide a
system which is configured to replicate the same characteristics of the existing User
Interface while utilizing al the power and flexibility of modern workstations.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The Consolidation Project Master Plan (PMP) identifies ten principa work areas within
the established Work Breakdown Structure (WBS) ranging from initia site surveysto
final implementation activities. The completion date for all project activitiesis
tentatively established as December 31, 1998. Successful completion of the project is
considered the first critical milestone for establishing a modern systems environment for
development by both the IRS and the PRIME Contractor. IRS GFE will host TADB
on a Plug Compatible Mainframe (PCM) in Phase I/Release 1, Subrelease 1.2. The IRS
is considering various acquisition alternatives, including consolidation, in order to
provide aPCM. Release 1, Subrelease 1.2 interfaces with legacy corporate data stores
to retrieve Fact of Filing and refund status information. Workstations provided by TRP
will be enhanced by IRIS in Phase I/Release 1, Subrelease 1.3 to become universal
secure workstations. Security software, desktop environment and Graphical User
Interface (GUI) must be designed to run on these workstations.

3. POTENTIAL PRIME INVOLVEMENT:
Whileit is not anticipated that the PRIME would become involved with the Service

Center Mainframe Consolidation Project, the IRS plansto provide al relevant project
documentation that may facilitate Modernization.
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C. DISRPSREPLACEMENT SYSTEM
1. DESCRIPTION OF INITIATIVE:

Distributed Input System (DIS) is the legacy data input system for tax returns and tax
related documents. Remittance Processing System (RPS) is the legacy data input
system for monetary transactions. These systems are not Y ear 2000 compliant, costly
to maintain and are at the end of their useful life. DIS'RPS Replacement System isthe
stay-in-business project that will replace the legacy DIS/RPS at the ten service centers.
It is planned to process 200 million paper returns and 50 million paper remittances
annually for the near term, although the Service plans to pursue advanced technology
solutions through the PRIME contractor . In the event the IRS employs advanced
technologies (e.g., imaging) the DIS/RPS Replacement workstations (Windows NT)
could be reallocated to Customer Service functions.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The DIS/RPS Replacement System will be a modular, expandable, and scalable system
that is Y ear 2000 compliant. The system will provide easy maintenance and system
administration. 1t will utilize mature, industry standard Commercia Off The Shelf
(COTS) products and custom devel oped software to complement COTS functionality.
In addition, DIS/RPS Replacement System will be positioned to meet future
requirements. With the new systems, it will be substantially easier to modify forms and
validation rules which will support rapid tax law changes and modifications to customer
requirements. The system will be implemented with Pentium-Class workstations and
processors running Windows NT version 4.0 which are compatible with the Customer
Service' s workstations and may provide additiona flexibility during non-peak
processing periods.

3. POTENTIAL PRIME INVOLVEMENT:

The DIS/RPS Replacement System is scheduled to be implemented in two increments.
Increment one (Forms 1040, 1120, 940EZ) and full RPS functionality will be piloted in
early 1998. Increment two will be piloted in July 1998 with nationwide implementation
planned for January 1999. Given the project schedule, it is not anticipated that the
PRIME would be involved in the project.

The IRS would make available DIS/RPS Replacement System documentation to the
PRIME to facilitate future planning of pipeline advanced technologies.
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D. CUSTOMER SERVICE CALL ROUTING SYSTEM (CSCR)
1. DESCRIPTION OF INITIATIVE:

The CSCR Project Office was formed within the Government Program Management
Officein August 1997, to proactively direct activities related to implementation of call
routing software in a nationwide environment. The IRS has selected Lucent as the
contractor to implement the call routing software into an initial prototype configuration
consisting of several Call Sites and two Network Call Centers (its current state), to be
followed by afull nationwide rollout. CSCR will provide automated central call routing
for three toll-free product lines, (1040 general questions, 8815 account inquiries and
4262 refund status inquiries in response to |RS notices) and provide taxpayers with
egual accessto IRS Customer Service Representatives (CSR) assistance. CSCR will
provide the IRS with an opportunity to implement call routing technology in the IRS
environment.

Lucent has selected Geotel as the Commercial Off The Shelf (COTS) solution. The
prototype phase of the program will be implemented and evaluated in 1998. The
nationwide rollout will follow at the conclusion of an evaluation period for the
prototype phase.

Current activities also include analysis to standardize management information system
reporting, data collection and processes across call sites as organizationally, call sites
will be required to conform to national standards, eliminating many site specific policies
and processes.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME:

CSCR will interface with the infrastructure envisioned for the Modernization Blueprint
and is required to support Phase I/Release 1 capabilities. The CSCR prototype will
initially route callsto TRIS sites. The nationwide CSCR will interface with ACD and
VRU configurations across all site types. By the PRIME contract award date, it is
anticipated that the CSCR initiative will have completed development and be staged for
nationwide deployment.

3. POTENTIAL PRIME INVOLVEMENT:
Whileit is not anticipated that the PRIME would become involved in the CSCR
prototype or nationwide implementation, the PRIME will be interfacing with the
configuration deployed during the nationwide rollout of the call router.
Whileit is not anticipated that the PRIME would become involved with the CSCR, the

IRS plans to provide all relevant project documentation that may facilitate
Modernization.
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E. ELECTRONIC FRAUD DETECTION SYSTEM (EFDYS)
1. DESCRIPTION OF INITIATIVE:

EFDS detects potentialy fraudulent returns and refund fraud schemes by examining
electronically filed Individual Master File (IMF) returns. Using business defined
algorithms, the Electronic Filing System (EFS) calculates a“QRP score’ for every
electronically filed return that reflects the potential for the return containing fraudulent
data. Those returns with high scores are scrutinized through a manual process
supported by LAN access to downloaded corporate data. When a potentially
fraudulent condition is detected, through ELF 2130 output, a Tax Examiner initiates
actions to freeze the refund and trigger additional Criminal Investigation follow-up
activities.

The EFDS is currently operational in five host sites (Andover Service Center [ANSC],
Austin Service Center [AUSC], Cincinnati Service Center [CSC], Memphis Service
Center [MSC], and the Ogden Service Center [OSC]). These Service Centers have
remote connectivity to Atlanta, Brookhaven, Fresno, Kansas City and Philadelphia
Service Centers.

g Associated systems:

EFDS obtains/dowloads data from: ELF, ELF QRP, GMF, RTF, IRMF, IMF, US
Dept. of Prisons, State Prisoner Data, Debtor Master File

EFDSprovidesdatato: Scheme Tracking and Referral System (STARYS)
Interfaces. IDRS, TECS

g Hardware platformsand relevant software products:

H/W : Niles 150 (Pyramid), NCR 3430 LAN severs and NCR 3333 Workstations
O/S: Unix (workstations), MP RAS (Servers), Oracle Database (RDBMYS)
Programming Language: C, C++

GUI: Motif/Xwindows

Data Access. Extensive use of SQL ad hoc and “what if” queries.

The Los Alamos National Laboratory (LANL)/Internal Revenue Service (IRS) team is
researching and devel oping software that would apply “expert systems’ and Artificial
Intelligence (Al) technologies. The software will enhance the existing manual data
interrogation processes currently supported by EFDS access to downloaded corporate
data. The prototype for “Expert Systems’ tools and Electronic Case Folders was
implemented in January 1997. The functionality will be integrated and used in a
production environment in January 1999.
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2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

EFDS will rely on data models that are developed for the Tax Account Data Base
(TADB) and the Decision Support System (DSS).

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would become involved in the
implementation of EFDS “Expert Systems’ tools and Electronic Case folders, the
PRIME would be involved in future EFDS activities, including data mining activities
supported through DSS and Phase 111 plans for transactional corporate data
(PCM/OS390/DB2) and DSS corporate data (PCM/OS390/Teradata).

The IRS plans to provide the PRIME all relevant project documentation that may
facilitate Modernization.

F. TOTALLY AUTOMATED PERSONNEL SYSTEM (TAPS)
1. DESCRIPTION OF INITIATIVE:

TAPS isan existing legacy Tier 11 system which handles various personnel-related
actions. It primarily tracks personnel job and series, promotions, time and attendance.
It consists of approximately fifty applications distributed to eleven geographically
Separate systems.

The TAPS project initiative consolidates the various systems into a centralized system
while at the same time resolves Century Date Compliance issues.

g Associated systems:

TAPSreceives data from: end users, TIMIS
TAPS provides data to: TIMIS, USDA payroll system

g Hardware platformsand relevant software products. TAPS currently runs on
Pyramid MIS-4ES servers with Informix 4.1 RDBMS. The recommended
consolidation platform is SunSparc 10000 with Informix 7 RDBMS.

g Geographicinformation: TAPS currently resides on 11 serversin 10 Service
Centers. Not all applications are activated in al Service Centers. Consolidation
will bring TAPS production to the Detroit Computing Center (DCC) and
PDS/Backup will be performed at the Martinsburg Computing Center (MCC).
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g Dataconsiderations. TAPS accesses approximately 500 relational tables and
approximately 100,000 employee recordsin total.

TAPS Consolidation has not been fully authorized by the IRB. The planned
timeline is to complete the project by May 31, 1999 assuming a start in late 1997.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The changes to TAPS introduced through this initiative will have a negligible impact to
the PRIME. Should any future developments result of significant impact, the PRIME
will be notified.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would become involved in the early stages of
TAPS analysis asit relates to Century Date issues, the IRS plans to provide the PRIME
all relevant project documentation that may influence the proposal process and facilitate
M odernization.

G. TAXRETURN DATA BASE (TRDB)
1. DESCRIPTION OF INITIATIVE:

The Tax Return Data Base is a production data base populated with data derived from
electronically filed returns and supported by applications programs that load, update,
maintain, and provide accessto TRDB data. TRDB is physically located at the
Martinsburg Computing Center (MCC). While data can be accessed (read only) by all
IDRS users, TRDB is primarily used by those employees at the five ELF Sites
(Andover, Austin, Cincinnati, Memphis and Ogden Service Centers).

Currently, TRDB is housed on a Teradata/NCR 3600 which does not provide the
capacity necessary to support current or expanded functionality, nor isit Century Date
compliant. Applications are IBM/CSMMIA, Read Only access via Unisys 2200.
TRDB receives datafrom TeleFile, ELF/EMS, GMF, ERS, GUF and Master Files
(IMF, BMF).

The TRDB project has two primary objectives. Thefirst isto migrate the existing data
base to a TeradatasyNCR5100M system to resolve the existing capacity and Century
Date problems. This initiative will be completed in early 1998.

Secondly, the IRS will migrate from the Teradata/ NCR5100M system to a PCM/
0S390/DB2 architecture that is compliant with the objectives of the Moder nization
Blueprint and allows for the restructuring of the data base to better support both
production and decision support applications. Additionally, the conversion to DB2
will position the IRS to phase out the non-Century Date Compliant Archival Retrieval
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Facility (ARF). Thisinitiative is planned to be implemented as a pilot in January 1999.
2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The TRDB conceptual, logical and physical data models developed for the DB2 should
be consistent with those devel oped for the target TRDB.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the Teradatay NCR3600
conversion to NCR5100M, the PRIME would be involved in the validation of the
logical and physical data design for the second stage of the project, the conversion to
the PCM/OS390/DB2 architecture. Additionally, several open issues remain with
respect to the need to convert prior year return data currently residing on the ARF
(e.g., should the conversion be performed as part of the TRDB Phase Il enhancement,
or should it be deferred until full-scale implementation of TRDB by the PRIME). The
IRS plans to provide the PRIME all relevant project documentation that may facilitate
Modernization and provide the PRIME an opportunity to validate the TRDB solution.

H. TELETAX
1. DESCRIPTION OF INITIATIVE:

Teletax uses VRU'’s to provide general tax topic information to the public in the form
of short prerecorded messages accessed by message codes provided in the tax
packages, correspondence, etc. Teletax also provides the link to IDRS for access to
refund information at each Service Center. Teletax handles approximately 40 million
calls per year but limited circuitry capacity and aging equipment has reduced efficiency
(e.g., significant down time and busy signals during peak period processing).

The Teletax project is primarily arust replacement effort that replaces 21 existing
Microlog and Brite/PTC VRU’ s with 15 higher capacity Brite Unix VRU’s. This
replacement will occur at the continuing Customer Service Call Sites: Denver, Portland,
St. Louis, Cleveland, Buffalo, Atlanta, Seattle, Dallas, Baltimore, Jacksonville,
Pittsburgh, Oakland, Richmond, Indianapolis and Brookhaven Service Center.

Teletax will continue to use UNIX TCP/IP capabilities and provide multiple host

connectivity through TCS, for simultaneous access to all Service Center IDRS refund
files. Teletax replacement will be completed by December 1997.
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2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The Teletax equipment implemented as part of thisinitiative, Brite Unix VRU’s, could
house the telephone Automated Self Service applications developed as part of Phase I/
Release 1, Subrelease 1.1 and support the Refund Inquiry component of Subrelease 1.2.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would become involved in the rust
replacement initiative, the PRIME should consider the equipment as it relates to Phase
|/Release 1, Subrelease 1.1 and 1.2. The PRIME would consider leveraging existing
and evolving Teletax data, applications and equipment as functionality is transferred
from Teletax PRIME devel oped modernized systems through Subrelease 1.5. The IRS
plans to provide the PRIME with all relevant project documentation that may influence
the proposal process and facilitate Modernization.

|. TELEPHONE RESPONSE INTERACTIVE SYSTEM (TRIS)
1. DESCRIPTION OF INITIATIVE:

TRISisalegacy VRU/minicomputer system that provides routing scripts/menus for all
incoming calls and supports Automated Self Service applications for both non-tax and
tax related issues. The TRIS infrastructure is deployed nationwide at all Service Center
and Customer Service Call Site locations. TRIS supports the following Automated Self
Service applications. Voice Balance Due (automated installment agreements and 30/60
day extensions of timeto pay), Mailing Location Inquiries, Refund Inquiries, Payoff
Balance, Transcript Requests and Customer Service Representative Referral

Processing. Additionally, TRIS provides centralized Management Information Systems
reporting and PIN authentication.

g Associated systems:

TRISreceives data from: Taxpayers via telecom networks and VRU and IDRS via
Pyramid/NILES 150

TRIS provides data to: TaxpayersviaVRU and telecom networks and IDRS via
Pyramid/NILES 150

g Hardware platformsand relevant software products: The Microlog Intella, a
UNIX based Voice Response Unit, is used in most sites, with earlier model
Microlog DOS based VRU’sin some small sites. The VRU’ sinterface with the
local Aspect Automated Call Distributor, and remotely with a Pyramid or Nile
minicomputer.
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The TRIS project implements the following additional applications: Debit and Credit
View of Accounts, Refund Release for frozen refunds and Refund Trace for lost or
stolen refunds. These applications will be implemented nationwide in January 1998.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The PRIME is responsible for implementing TRIS functionality that currently is
associated with Automated Self Service Applications (i.e., non-account taxpayer
inquiriesand refund inquiries). The PRIME is responsible for any additional
functionality defined in Volume Il - Business Case and Volume |11 - Engineering
Specifications for inclusion into Phase I/Release 1, Subrelease 1.1 and 1.2

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would become involved in the
implementation of TRIS applications in 1998, the PRIME would be considering all
existing TRIS applications (as well as additional applications), and data and equipment,
(as defined in Volume |1 - Business Case and VVolume |11 - Engineering Specifications
of thisRFP) asit relates to Subreleases 1.1-1.2.

The IRS plans to provide the PRIME with all relevant project documentation that may
influence the proposal process and facilitate M odernization.

J. COMPLIANCE RESEARCH INFORMATION SYSTEM (CRIS)
1. DESCRIPTION OF INITIATIVE:

CRI'S supports the Compliance Research function in the identification and measurement
of noncompliance and in the development of compliance strategies through the
download of data from the TeradatayNCR5100 resident at the Detroit Computing
Center to workstations in the National Office and 33 DORA District Office Sites.
Thereis Internet connectivity between all CRIS sites. Requests for data are supported
by Top End (Communications Software) and custom query and data subset extraction
software written in C and C++. CRIS currently supports IMF Data Models and Data
Stores.

The CRIS project expands the scope of available datato BMF and EPMF. The project
will implement these models by December 2000 and December 2001, respectively.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:
Modernization will require CRIS to migrate major interfaces with the legacy Master

Files to the modernized databases. CRIS will require data extracts from the TADB,
CCDB, TRDB and PIDB.

-11



Modernization Blueprint - Request for Proposals Volume1- Section |11

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would become involved in CRIS BMF and
PMF implementation, it is anticipated that the PRIME would be involved in al future
development. The IRS plans to provide the PRIME all relevant project documentation
that may facilitate Modernization.

K. ELECTRONIC FEDERAL TAX PAYMENT SYSTEM (EFTPS)
1. DESCRIPTION OF INITIATIVE:

EFTPSisafully operationa electronic tax payment system in which Federa tax
payment information and funds move electronicaly. EFTPS can be used to process any
type of tax payment in addition to Federal Tax Deposits (FTD). EFTPS has replaced
the prototype TAXLINK system that is used by many taxpayersto pay FTD. Currently
there two Treasury Financial Agents (TFA’s) authorized through a contract with the
Department of Treasury to electronically transfer funds from the taxpayer’ s account to
Treasury’s account. In addition, these TFA’sinteract with and provide information
directly to the taxpayer. Using EFTPS, individual and business taxpayers can make the
Federal tax deposits via Electronic Fund Transfer (EFT), either through the Automated
Clearing House (ACH) Network, or directly to the Federal Reserve Bank (FRB)
through the EFTPS Same Day Payment mechanism. Payment data is transmitted
electronically by the TFA’s to the EFTPS platform located at the Tennessee Computing
Center (TCC). EFTPS applications validate, balance and format the payment data and
electronically transmit the output to the Martinsburg Computing Center (MCC) for
posting to the Master File. System backup and development is performed at the
Atlanta Service Center. EFTPS has processed more than 11 million transactions,
representing $278.8 hillion in accel erated funds to the government’ s account since its
successful implementation began at TCC in October 1996. EFTPS receives data from
CFOL and TFA’s and provides datato MF, IRACS, Notice Review Processing System
(NRPS) through MF, and DLY in IDRS.

The EFTPS project will migrate the existing EFTPS applications from the Pyramid
MIS-1 and Pyramid Nile 150 to a PCM/OS390/DB2 environment. . The migration
effort will require the creation of new data structures which will ultimately interface
with the Payment Information Database (PIDB) This effort will resolve the
performance issues resident in the current system and provide compliance with the
architecture as defined in the Modernization Blueprint. This project was operational in
October 1996 with functionality to accept individual and business tax payments.

2. CONSEQUENCESOF THE INITIATIVE ON PRIME CONTRACTOR:

The IRS intends to migrate EFTPS applications and data to a PCM/OS390/DB2
environment consistent with the PRIME developed Corporate Data environment.
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3. POTENTIAL PRIME INVOLVEMENT:

PRIME involvement in the EFTPS is essential. The IRS plans to provide the PRIME
al relevant project documentation that may facilitate M odernization and provide the
PRIME an opportunity to validate the approach.

L. INTEGRATED COLLECTION SYSTEM (ICS) ROLLOUT
1. DESCRIPTION OF INITIATIVE:

| CS provides workload management, case assignment/tracking, inventory control,
electronic mail, case analysistools and MIS capabilities to support Collection field
work. ICSiscurrently operational at all Service Centers, supporting production at
eighteen District Offices. Mainframes for ICS are shared with ACS. TheICS
Mainframes will be consolidated at MCC and TCC as part of the Service Center
Mainframe consolidation initiative.

g Associated systems:

|CSreceives data from: IDRS, ALS, and TFR
ICSprovides data to: IDRS, ALS and Entity

g Hardware platformsand relevant software products:

Mainframe - ES9000, OS 390, CICS, DB2 DBMS, TCP/IP, RACF (Security),
COBOL applications

Server - IBM PC’s, SCO UNIX O/S, TRP (Transaction Request Processor),
Informix DBMS, TCP/IP, Shell Scripts, C applications

Workstation - IBM PC’s, IBM Thinkpads, SCO UNIX O/S, TRP (Transaction
Request Processor), C-index FMS, Vermont Views, Word Perfect, C applications,
ZMall

g DataConsiderations. Currently, datais distributed to three tiers with: DB2 at the
Mainframe, Informix at the Server, C-index at the workstation/laptop. Laptops
normally operate in detached mode, but plug into LAN for data access and updates.

The ICS project continues the rollout of ICS functionality to three additional District
Offices in 1998, with the remaining twelve Districts scheduled for 1999.
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2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

Initially, ICS “interfaces’ with the CCDB during Phase I/Release 1, Subrelease 1.4,
have to be designed and implemented. As the existing legacy systems, (IDRS/CFOL,
ALS, TFR, Entity), and associated databases interfacing with ICS are replaced by
modernized systems and databases, |CS interaction with the modernized systems and
databases will be implemented. Overall ICS processing remains constant through Phase
[11, but significant interfaces to the modernized systems and databases must be built in
Phase | and II. In addition al legacy ICS mainframe processing will be replaced with
modernized systemsin Phasell. ICStier 2 and 3 processing will be replaced by
modernized systems and databases in Phase IV. Currently, the IRS considers ICS to be
“best in breed” for case workload management.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the scheduled roll out
of ICSto additional District Offices, the PRIME would be considering the interfaces
between ICS and CCDB as part of Phase I/Release 1, Subrelease 1.4. The IRS plansto
provide the PRIME al relevant data stemming from the project that may influence the
proposal process and facilitate Modernization.

M. INVENTORY DELIVERY SYSTEM (IDS)
1. DESCRIPTION OF INITIATIVE:

The current IDS automates limited ACS case perfection capabilities through use of
Research Services (i.e., DirectoryNet Inc.) to obtain missing taxpayer information
needed for case resolution. DS consists of automated “telephone number” perfection
of ACS Casesin ten Service Centers and automated “address’ perfection of ACS Cases
in the Atlanta Service Center.

The IDS project will deliver arule based, decision-support system for screening,
classifying, perfecting, and routing Collection case work to Field Compliance and to
Customer Service cdll sites. It will enhance existing Compliance/Collection systems by
assigning tax delinquent cases based on the point in the collection process where they
can be processed optimally. The associated systems for the future application are ICS,
CFOL, IDRS, ACS, ALS, ASFR, DirectoryNet, Inc. (National Telephone Contractor),
National Credit Bureau Vendors, and 3rd party vendors.

IDS Release 3.0 is proposed to be developed in MCC and deployed in TCC on Sun
Enterprise servers. 1DS Phase | would provide financial analysis profile software
modules and core functionality (DB load, initialization and retention analysis) and
would be scheduled to be piloted February 1999. IDS Phase Il would provide
telephone number modules and would be scheduled to be piloted August 1999. IDS
Phase I11 would provide address research software modules and would be scheduled to
be piloted February 2000. These proposed changes have not yet been approved.
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2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

The changes to IDS introduced through this initiative will have a negligible impact to
the PRIME. Should any future developments result in a significant impact, the PRIME
will be notified.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the initial stages of IDS
development, the PRIME will develop the CCDB, which will have case data relevant to
IDS, as part of Phase I/Release 1, Subrelease 1.4. However, that case data is expected
to be provided to the CCDB through IDRS, and is not expected to require interaction
with IDS. Should any future developments result in a significant impact, the PRIME
will be notified.

The IRS plans to provide the PRIME al relevant documentation stemming from the
project that may influence the proposal process and provide the PRIME an opportunity
to validate any design approach as it relates to Phases of Modernization beyond Phase
I/Release 1, Subreleases 1.1-1.5.

N. FINANCIAL REPORTING RELEASE
1. DESCRIPTION OF INITIATIVE:

In recent years, the IRS has been repeatedly criticized by the General Accounting Office
for it'sinability to provide financial statements for IRS custodia (i.e., revenue)
accounts that meet established government accounting requirements. This criticism
stems principaly, though not entirely, from IRS' inability to support its financial
statements with a standards-compliant accounting system that records financia
transactions in amanner that is readily traceable to specific revenue operations events
(e.g., receipt of payments, posting of assessments and collections, etc.). The Financial
Reporting Release enhancement will address this problem.

The Financia Reporting Release project will implement a COT S-based, Joint Financial
Management Improvement Program (JFMIP) compliant Revenue General Ledger
System. The system will receive dataregarding business transactions related to revenue
operations events from selected legacy systems, record this information in a database,
and process the information to identify and summarize these events. The resulting
information, which will remain traceable to source business events, will be used to
update the general ledger system.

g Associated systems: The Financial Reporting Release receives Data From:
Individual/Business/IRA Masterfiles IMF/BMF/IRAF), the Non-Masterfile
(NMF), and Treasury’s GOALS system. Additiona data obtained from other
legacy systems, such as IRACS, will be manually entered into Financial Reporting
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Release using the capabilities of the COTS general ledger package.
Financial Reporting Release Sends Data To: CFO, Treasury and GAO users (on-
line access and printed reports produced by the COTS accounting package)

g Hardware platformsand relevant softwar e products: Financia Reporting
Release will be implemented using a COTS general ledger system. This software
will be hosted by a plug compatible mainframe (PCM), and will be supported by
IBM’sDB2 DBMS.

g Geographicinformation: Financial Reporting Release will be implemented by
deploying the general ledger and its associated database on a PCM located at the
DCC. Detailed business transaction data will be extracted from legacy systems and
stored on arelational database on a mainframe at one of the computing centers (as
yet unidentified), where the data will be processed for input to the general ledger
system.

g Dataconsiderations: Data extracted from legacy systems for use in FRR will
constitute a subset of the information that will ultimately reside in the Tax Account
Database. This must be retained for traceability purposes, and will be stored in a
“business transaction archive’ using a relational database. Additionally, data
resulting from General Ledger update processing will be stored in an early
implementation of the Financial Accounting Data Base (FADB), while storage of
supporting information may reside in an early implementation of selected static
value database tables.

Implementation of this phase of the Financial Reporting Release is scheduled to be
complete sometime in 1998. The project implementation schedule is currently being
refined.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

Financial Reporting Release, identified in the Moder nization Blueprint as the Revenue
Genera Ledger System (RGLS), will serve as the principle source of financial
statements for Phases | through I11 of the Sequencing Plan. Aslegacy systems that feed
Financial Reporting Release are modernized, it will be necessary for the PRIME to
transition the feeder system interfaces to modernized components, ensuring a
continuous, uninterrupted flow of information to Financial Reporting Release. Line item
adjustment applications will generate source transaction data not currently stored in
legacy systems. These applications can start providing this additional datato Financial
Reporting Release in Phase I/Release 1, Subrelease 1.5.

The PRIME will aso be responsible for implementing additional interfaces to Financia

Reporting Release, most notably those related to recording of recelpts (payments)
stored in the PIDB.
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3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the early stages of this
initiative, al future activities would be developed by the PRIME. The IRS plans to
provide the PRIME all relevant documentation stemming from the project that may
facilitate Modernization.

O. TELEFILE
1. DESCRIPTION OF INITIATIVE:

The TeleFile program provides taxpayers with the option of filing returns via telephone.
Initially serving a limited population of 1040EZ filers, the program has expanded both
in the number of eligible filers and type of returns that may be filed. TeleFile currently
supports nationwide access by individual tax filers.

The 941 TeleFile program was implemented as a pilot on April 1, 1997. This program
allows small businesses in the Southeast Region to file their Form 941, Employer’s
Quarterly Federal Tax Return, by telephone. Eligible businesses are mailed a TeleFile
package, including a 941 TeleFile Tax Record and instructions, along with a Form 941.
After completing the Tax Record, filers call the toll free number and enter wage,
income and deposit data. TeleFile computes the taxes due and provides thefiler a
confirmation number as proof of filing.

TeleFile systems are located in the Ogden (IMF), Cincinnati (IMF) and Memphis (IMF,
BMF) Service Centers.

The TeleFile project enhancements for 1998, consist of: expansion of the 941 from 14
states and the District of Columbiato all 50 states and the District of Columbia; use of
the prior year’s 3rd quarter deposits, instead of prior quarter’ s deposits, to authenticate
callers; and allowing businesses who have changed addresses, based on the National
Change of Addressfile, to use TeleFile. The 941 program will be nationwide in April
1998. In 1998, TeleFile will test its Federal/State application using a prototype that
processes “dummy” state returns from Kentucky and Indiana. 1n 1999, additional
enhancements based on user feedback (obtained through written surveys, focus groups
and call assistors), Quality Measures data and annual program changes will be
implemented.

g Associated systems:

TeleFile Recelves Data From: Taxpayers via public telephone system and the
Master File

TeleFile Sends Data To: TRDB for storage of return data and GMF viaELF
programs for return perfection and posting
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g Hardware platformsand relevant software products:

Paraphonics VRU
Seimans-Pyramid NILE 150 application platform

g Dataconsiderations. TeleFile datais stored in the Tax Return Data Base,
currently housed on an NCR 3600 platform at MCC. Please refer to the TRDB
Initiative - In Process (Section 111, H) for TRDB information.

2. CONSEQUENCES OF THE INITIATIVE ON THE PRIME CONTRACTOR:

The changes to TeleFile introduced through 1998 should have negligible impact on the
PRIME contractor. Enhancements introduced in 1999 as a result of user feedback may
have an impact, and will be coordinated with the PRIME.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the development of
TeleFile enhancements, the PRIME will develop the TRDB, which will have data
relevant to TeleFile, as part of Phase I/Release 1, Subrelease 1.4. However, that data
stream is expected to be provided to the TRDB through existing pipeline systems and is
not expected to require interaction with TeleFile. Should any future developments
result in asignificant impact, the PRIME will be notified. The IRS plans to provide the
PRIME all relevant documentation stemming from the project that may influence the
proposal process and facilitate Modernization.

P. INTEGRATED COMPLIANCE ENVIRONMENT (TIES/RGS) - EXAM LAPTOP
SOFTWARE REPLACEMENT

1. DESCRIPTION OF INITIATIVE:

Examination Systems are used by compliance workers, (Revenue Agents, Office-Tax
Auditors and Service Center-Correspondence Examination) in examination of tax
returns. Support software includes case analysis tools, tax calculations, penalty and
interest calculations, production of revenue agent reports and related correspondence.

The Exam Laptop Software Replacement (EL SR) project replaces aging Examination
system equipment used by field compliance workers in examination of tax returns. In
FY 1993 and FY 1994, the Service purchased 17,000 Sotec HQ2001 laptops for
Revenue Agents in Examination and EP/EO to replace older equipment and allow use
of the old TIES software. In addition, the National, Regional, and District Offices have
provided avariety of computers for the remaining office-bound examiners. The new
equipment will use Windows NT as an operating system, replace the outdated “ Enable”
software product with MS Office Professional, and be used as a platform for RGS. It
should also be noted that EL SR includes the replacement of desktop
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computers used by office-bound examiners to perform RGS related duties as well asthe
implementation of RGS at the remaining eight IRS Service Centers for Correspondence
Examination.

g Associated systems:
AIMS, MF

Integrated Compliance Environment consists of the following systems. Report
Generation Software (RGS) - RGS was derived from the stand alone component of
the former TIES software. It is currently used in all Digtricts, the Office of the
Assistant Commissioner (International), and at five Service Centers (ANSC,
AUSC, CSC, OSC and PSC) by approximately 20,000 Revenue Agents, Tax
Auditors, and Tax Examiners. Implementation for the remaining Service Centers,
with the exception of ATSC, will be completed in FY 98.

Examination Returns Control System (ERCS) - ERCS isa UNIX based inventory
control and MIS program currently running on Pyramid computers. It is currently
operationa in 28 districts and the Office of the Assistant Commissioner
(International) with implementation in the remaining districts being completed
during the first half of FY 1998.

Examination Operational Automation Database (EOAD) - EOAD caollects issue by
issue examination results data to allow that function to identify compliance trends
and assist in the classification of examination issues and the allocation of resources.
EOAD is dependent on an RGS component which assists in the collection of this
datawhich is output to diskette and uploaded to an NED RISC file server being
maintained at the District Office.

g Hardware platformsand relevant software products. File servers are currently
being used in the RGS (TIES) project to house the RTF download, produce RTF
diskettes for laptop users, provide online access for some Core Exam Users and
house the current RGS data repository. Server - NEC RISC, UNIX O/S, Informix
DBMS, TCP/IP, C applications, Windows NT.

- Workstations - currently there are a number of different, DOS based
computers. Approximately 17,000 Sysorex HQ2001 laptops represent the
most widely used computers. In addition, approximately 1,100 IBM
Thinkpads were also purchased for use with RGS. Literally dozens of different
desktops are currently being used by examiners who need access to RGS.

- Software - C++ Business applications, Omniguard (Security), Enable

(database, word processing, spread sheet, templates, macro applications),
QEMM (Memory Management).
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The first equipment was delivered to the South Florida District during late 1997. By
the end of FY 1998, it is anticipated that the Southwest, Midwest, Connecticut-Rhode
Island, and Delaware-Maryland Districts will aso receive al required laptops and
desktops. The IRB did approve the principal completion of ELSR by the end of FY
1999 subject to the availability of funding.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

EL SR will have minimal impact on the PRIME, but the PRIME will have to develop

| CE interfaces and migration to the modernized systemsin Phase | and Il. Initially, ICE
“interfaces’ with the CCDB during Phase I/Release 1, Subrelease 1.4, will have to be
designed and implemented. Asthe existing ICE related legacy systems, (IDRS, AIMS,
ERCYS), and associated databases are replaced by modernized systems and databases,

| CE interaction with the modernized systems and databases will have to be designed
and processing capabilities/interfaces will be implemented.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the rollout of Exam
Laptop Software Replacement, the PRIME would be considering the interfaces
between AIMS and RGS/ERCS and the CCDB as part of Phase I/Release 1, Subrelease
1.4. The RS plansto provide the PRIME al relevant data stemming from the project
that may influence the proposal process and facilitate Modernization.

Q. ELECTRONIC MANAGEMENT SYSTEM (EMYS)
1. DESCRIPTION OF INITIATIVE:

Electronic Management System (EMS) is the focal point for electronic information
exchanges with individua and business filers, state government agencies, financia
institutions and other federal agencies. EMS is the secure electronic front door,
designed to handle significantly greater return volumes and provide greater security and
privacy. EMS enables IRS to receive 3.2 billion bytes of electronic data per day. The
system is scalable and expandable. With the purchase of additional hardware each front
end processor (FEP) platform is capable of processing 16 billion bytes of data per day.
EMS processes proprietary formatted forms 1040 and electronic data interchange
(EDI) formatted forms 941. EMS provides technological refreshment and replacement
for the aging Series 1 equipment and provides a vehicle for new electronic market
segments. The system postures the Service to receive significantly enhanced electronic
commerce volume, providing rigorous front end security for transmitted and received
data.

g Associated systems. EMS interfaces with the Magnetic Tape (MGT) and
Electronic Filing (ELF) runs and accesses the Applications Data Base (ADB).
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g Hardware platformsand relevant software products. Hardware - NCR 5100M
(Worldmark) and Pyramid Model ES Software Informix database, C programs,
BEA Tuxedo, UNIX, MP Ras OS

g Dataconsiderations. Informix

EMS has been in production in the Memphis and Austin Service Centers since October
1994 for forms 941 and January 1996 for forms 1040. The EMS project will expand
capabilities to accept on-line forms 941 through athird party transmitter starting July
1998. EMSwill provide enhanced telecommunications capability and improved
customer service by offering ISDN and 56K B functionality starting in early 1998. EMS
will replace the aging Series 1 in January 2000.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:
The additional EM S applications would have minimal impact on the PRIME.
3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the EM S initiative, the
IRS intends to provide the PRIME all relevant documentation stemming from the
project that may facilitate Modernization.

R. SECURITY: STABILIZED ELECTRONIC AUDIT RESEARCH LOG (EARL)
1. DESCRIPTION OF INITIATIVE:

EARL wasiinitially designed to monitor employees using IDRS to detect unauthorized
accesses to taxpayer information, a practice commonly called browsing. The current
system is asingle-user PASCAL application running under DOS on stand-alone
systemsin each of the 10 Service Centers. The first five years of IDRS Audit data will
be a part of EARL Stabilization. Leads produced from the current system require a
time-consuming and difficult manual review to distinguish between true browsing
activity and legitimate work activity.

In an effort to stabilize EARL, this project focuses on converting the software into a
more standard computer language which will be more easily maintainable. It will
become a multi-user system with data and processing centralized at asingle site. The
enhanced application will more efficiently and accurately identify unauthorized accesses
while allowing for an increase in the complexity of the searches performed. It will be
designed to accommodate varying audit trail formats so that audit data from other
systems can be included in the central repository of data. The system will utilize a
relational database management system (RDBMS) as well as a more intuitive Web-
based interface. The Chief Inspector has been identified as the new business owner of
Stabilized EARL.
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g Associated systems. Stabilized EARL will interface with Inspection's management
information system (ISMIS) as well as CRS for daily downloads of audit trail data
Other data sources may be used later.

g Hardware platformsand relevant software products. The EARL database
server will be a Sun/Sparc 6000 running the MP-RAS operating system. Software
loaded on this machine will be limited to the operating system and Oracle 7.3.3.

An application server will sit in front of the DB server and will broker the requests
between the users and the database. The operating system for this machine will be
Windows NT Server 4.0. Other COTS software that will be loaded on the
application server includes: JDK 1.1.3, JDBC drivers for Oracle and Netscape
Server. The custom-coded EARL applications will reside on this machine as well.

The client workstations will be NCR systems running Windows NT 4.0 and
Netscape Communicator 4.02 browsers (with the JDK 1.1 patch).

Stabilized EARL will be used for detection of unauthorized accesses until it is replaced
by the Post Audit Analysis System (PAAS) during Phase I/Release 1, Subrelease 1.4.
The current implementation date for Stabilized EARL is October 1998.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

Stabilized EARL will create a centralized repository for audit trail dataat MCC using
an Oracle 7.3.3 database. Thisisthe projected location of the PAAS/SADB. Stabilized
EARL will be designed to accommodate audit trail datain varying formats. Thiswill
alow the eventual loading of not only IDRS audit data but audit data from other
systems aswell. The same filter program used to convert audit trail format for
Stabilized EARL may be useful for PAASSADB. Finally, the Sun/Sparc 6000 which
will be used as the database server for Stabilized EARL may be suitable as a front-end
processor for PAAS/SADB, in Phase |/Release 1, Subrelease 1.4.

3. POTENTIAL PRIME INVOLVEMENT:
Whileit is not anticipated that the PRIME would be involved in EARL Stabilization it
is anticipated that the PRIME would be considering the Stabilized EARL Audit trail
filter and front end processor in Phase I/Release 1, Subrelease 1.4 devel opment of
PAAS/SADB.

The IRS plans to provide the PRIME al relevant documentation stemming from the
project that may influence the proposal process and facilitate Modernization.
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S. SECURE DIAL-IN PROGRAM
1. DESCRIPTION OF INITIATIVE:

The SDI initiative will provide the security controls necessary to protect the
information delivered from a“non-trusted” IRS location, through the public telephone
network, into atrusted IRS facility. Based on specific employee privileges, the SDI
will allow individuals to access IRS networks, applications or data from outside that
network and still retain the access privileges and trust that is allowed them from within
the network.

The SDI isresponsible for maintaining control over cryptographic keying materials and
devices used to support asynchronous data communications between authorized remote
users and IRS systems via the Public Switched Telephone Network. The SDI
incorporates products selected from the Information Resource Engineering (IRE)
vendor for both hardware and software support.

The SDI is currently in operation. The Cryptographic Center (Key Management
Center) islocated in Martinsburg, WV. Users of SDI will be located in Regions,
District headquarters, Service Centers, and Computing Centers, as well as the New
Carrollton Federa Building. The IRS will be deploying user devices as requested by
the using organizations.

g DataConsiderations. The SDI is configured to support nation-wide 800 number
access for users who require access to conventional applications with low to
moderate bandwidth or connect time requirements. Locally funded access points
will be provided, which augment the national entry point, for users who require
access with moderate to high bandwidth or connect time requirements. Once
IRIS/ERIS deploys, SDI will become an accessory to selected IRISERIS
locations, based on user demands. It is envisioned that SDI will capitalize on core
IRIS/ERIS security functionality such as1&A, profiling, and auditing services.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

Not only will the PRIME need to understand SDI and its design as it relates to Phase
|/Release 1, Subrelease 1.3 to ensure IRIS functionality is built with the requisite
interfaces and supporting functionality, but the PRIME will also need to employ SDI
components in order to support electronically specific IRS data/application resources
(e.g., testing).

3. POTENTIAL PRIME INVOLVEMENT:
Whileit is not anticipated that the PRIME would be involved in existing SDI
implementation activities, the PRIME would be considering the interfaces between SDI

and IRIS as part of Phase I/Release 1, Subrelease 1.3.
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The IRS plans to provide the PRIME al relevant data stemming from the project that
may influence the proposal process and provide the PRIME an opportunity to validate
design decisions that would facilitate Modernization.

T. NATIONAL PERFORMANCE REVIEW OF IRSCUSTOMER SERVICE
PROGRAM

1. DESCRIPTION OF INITIATIVE:

The National Performance Review/Treasury/Internal Revenue Service Customer
Service Study was chartered to make recommendations to the Vice President and
Secretary of the Treasury by October 15, 1997 for ways to reinvent and improve how
service is delivered to our customers. The IRS Customer Service Task Forceis
divided into teams and has been devel oping proposals for improvements. The scope of
their recommendations is not limited, but proposes to support the Modernization
Blueprint.

The technical scope of the task force' sinitial proposalsis divided into the following
team areas. Telephones and face-to-face contact, filing and payment, communications,
human potential and customer focus. Initial proposals from the various team areas
include: multilingual notices and other communications, internal newsletters and use of
SERP, Intranet and VMS for distribution, phone numbers and POA listed on returns,
notice improvements (including elimination of notices), improving notice
communication, staggered notice issuance patterns, alternate payment methods (such as
credit cards) reduced filing requirements for “good” taxpayers, automated extensions,
proactive outgoing phone calls, increased capabilities for walk-in services, cal site
specialization, improved training, and consolidation of notice issuances. While these
initial proposals are wide-reaching, they pose no additional functionality based on the
scope defined in the Moder nization Blueprint.

Most initial proposals involve changes in business rules, with system impacts yet to be
determined. At thistime, there has been no agreement to proceed with implementation
of any of these proposals and therefore, there are no known implementation timeframes.
2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:
N/A.
3. POTENTIAL PRIME INVOLVEMENT:

The PRIME could have significant impact on any task force proposals that are
determined, after analysis, to have impact.
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U. LEGACY SYSTEMS
1. DESCRIPTION OF INITIATIVE:

Each year IRS applications require updates to accommodate numerous annual changes.
For 1998 and 1999 processing, these include customer requests due to changes to
Forms and/or their attachments, routine maintenance changes to computer programs,
and many enhancements and modifications to improve processing. Numerous tax law
changes resulting from the Taxpayer Relief Act of 1997 and the Taxpayer Browsing
Protection Act also have to be incorporated into the IRS legacy programs for 1998 and
1999. These include changesin the areas of Child Tax Credit, Increased Standard
Deduction for Dependents, Education Incentives, Individual Retirement Accounts,
Capital Gains, Alternative Minimum Tax and Provisions Affecting Business, District of
Columbia Tax Administration, and Estate Tax and Disaster Relief. Legacy systems will
also require processing changes to accommodate Y ear 2000 compliance.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

Changes to the legacy systems could impact the requirements for Modernization efforts
planned to be implemented by the PRIME Contractor.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in Legacy system changes
to support the 1998 Filing Season, the IRS plans to provide the PRIME all relevant
legacy system documentation that may facilitate Modernization.

V. ELECTRONIC TAX ADMINISTRATION
1. DESCRIPTION OF INITIATIVE:

ETA represents the two-way e ectronic exchange of information that the IRS has with
individual and business taxpayers, taxpayer representatives, tax practitioners, and other
government entities. ETA provides the mechanisms for taxpayers, preparers and
practitioners, payers, and other information exchange partnersto file returns, make
payments, exchange correspondence, and retrieve forms, publications, and other
information from the IRS with a minimum reliance on paper. The strategic goals for
ETA are: reduce IRS costs to process returns, payments, correspondence, and requests
for tax information and forms, as well as reduce down-the-line costs for error
correction and compliance; reduce taxpayer burden through improved service to
taxpayers, preparers, and other electronic clients; and increase voluntary compliance by
providing easier, more convenient, and quicker ways of interacting with the IRS while
ensuring the security of taxpayer data.
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2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:

ETA hasissued a Draft Request for Proposal to invite “Proposal Approaches’ that
could result in multiple contracts and agreements that would increase utilization of
existing On-line Filing (OLF) and Practitioner Electronic Filing (Practitioner ELF)
programs beginning calendar year 1999, promote and sustain increases in volumes
further into the future through enhancements to electronic filing and related
applications, and identify requirements that provide input to the Sequencing Plan for the
IRS Modernization Blueprint. These potential requirements would need to be assessed
with the Modernization Blueprint baseline.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the ETA RFP
assessment, the IRS plans to provide the PRIME all relevant project data that would
facilitate Modernization.

W. IRSHOME PAGE
1. DESCRIPTION OF INITIATIVE:

The IRS Home Page refers to the IRS public World-Wide Web (WWW) and I nternet
Site services. These services are a subset of the Electronic Information Services (EIS)
project and are provided through National Technical Information Services (NTIS) at
FedWorld. The IRS public web site is used to electronically disseminate tax forms,
instructions, publications, and information directly to the public, making full use of
graphic and hypertext capabilities. The site also includes summaries of important tax
law changes, tax information for businesses limited keyword search of tax topics, and
interactive access to tax law topics (“tax trails’). Taxpayers can obtain non-account
information, download publications, locate information about the IRS, and link to other
agencies.

The web site provides 24 hour public access requiring no passwords, special security,
or encryption. Taxpayer identifying information is neither sought nor kept, and the web
site is not connected to IRS systems that provide taxpayer account data. The IRS
public web site receives tax forms, instructions, and publications from the centralized
Published Products Repository which exercises publishing, security, and distribution
control and is part of the IRS publication approval process. The process separates any
non-public information from data being sent to the public web site.

2. CONSEQUENCESOF THE INITIATIVE ON THE PRIME CONTRACTOR:
Existing web site functionality needs to be integrated into the modernized environment.

The PRIME will develop capabilities that will subsume the functionality of the current
public Internet web site. As described in the Moder nization Blueprint
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Volume Il - Engineering Specifications, the PRIME will incorporate the ASSA
functionality available on the IRS Internet web site and ensure that it is modified to
interface with the regional servers and share non-account applications and reference
dataas part of Phase I/Release 1, Subrelease 1.1. The PRIME will ensure that Internet
access to taxpayer fact of filing and refund status inquiriesis available in Phase
|/Release 1, Subrelease 1.2.

3. POTENTIAL PRIME INVOLVEMENT:

Whileit is not anticipated that the PRIME would be involved in the web site
development in 1997, the PRIME will develop capabilities that will subsume the
functionality of the current public Internet web site. The PRIME will ensure that
Internet and tel ephonic functions use common ASSA business application services and
logic. The PRIME would implement Internet connectivity to common ASSAs and
taxpayer account datathrough afirewall. The IRS plansto provide the PRIME all
relevant data available from the project that would facilitate M odernization.
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SECTION IV - CONTEXT: IRSPROCESSIMPROVEMENT PROJECTS -
IN PROGRESS

A.

INTRODUCTION

Pursuant to the Fiscal Year 1997 Genera Postal and Treasury Appropriation, the following
reports, “...atimetable for implementing, by October 1, 1997, recommendations made by
the General Accounting Office (GAO) in its July, 1995 report, entitled: Tax Systems
Modernization: Management and Technical Weaknesses Must be Corrected if
Modernization is to Succeed.

Since the issuance of the July 1995, report, the Internal Revenue Service (IRS) has made
progress in correcting management and technical weaknesses as documented by the GAO in
its report of June 1996, “Actions Underway, but IRS Has Not Y et Corrected Management
and Technical Weaknesses.”

Nevertheless, having recognized the extent to which structured processes and capabilities
must be developed prior to undertaking major Modernization initiatives, the IRS, in
conjunction with the Department of Treasury, hasinitiated the following:

g Developed criteriaand a project review process to evaluate each existing
Modernization project that isin a development mode with the aim of either
transitioning to contractors projects with both business case value and technical
merit or effectuating an orderly shutdown of “troubled” projectswhich fail to meet
either acceptable business case or technical requirements;

g Focused Fiscal Year 1997 and 1998 r esour ces on the development of the program
infrastructure (e.g., architecture, systems life cycle) needed to undertake mgjor
modernization; and

g Elected to not spend Fiscal Year 1997 and 1998 funds for significant modernization
development efforts until and unless the program infrastructure is sufficiently devel oped
to ensure success.

While the July 1995 GAO Report provides a framework for identifying the elements of the
management and technical infrastructure which must be developed, this report is organized
around the program infrastructure initiatives commenced largely by the IRS Associate
Commissioner/Chief Information Officer which do not, in al cases, correspond directly to
the GAO groupings of recommendations. Indeed, it should be noted that this Report
includes program infrastructure components which are in addition to the GAO
recommendations set forth in the July 1995 GAO report.

To facilitate areview of this Report, therefore, please refer to the schedules immediately
following which illustrate how IRS is implementing GAO’ s recommendations:
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g “Mapping of GAO Recommendations to IRS Strategic Implementation Plan”
g “Scheduleto Implement GAO Recommendations’

The Report describes the plan and schedule to implement the GAO recommendations by
October 1998. The report will identify certain GAO recommendations that have aready
been implemented, those for which the IRS has aready completed the plan and schedule for
implementation of the recommendations and still other GAO recommendations for which
the implementation plan is under devel opment.

The IRS presentation is primarily focused on the following:

g Development of the Systems Life Cycle (SLC) management and technical
processes that guide technology investments from the identification of needs and
definition of business requirements through the investment decision and onto systems
development, operations and the evaluation of the impacts of the systems on business
operations;

g Ildentification of the human resour ces and organizational structures needed to
effectuate the modernization and a report of the organizational structures aready
implemented as well as plans for required new structures; and

g Creation of the Blueprint for Moder nization, which identifies critical business
requirements, associates the requirements to functional and technical architectures
and provides for a sequenced rollout of the moder nization projects based on
prioritized business needs (e.g., customer service) and technical considerations (e.g.,
maximize the efficiency of infrastructures, eliminate the development of stovepipe
systems).
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MAPPING OF GAO RECOMMENDATIONS
TOIRSSTRATEGIC IMPLEMENTATION PLAN*

GAO REPORT SECTIONS/STRATEGIC DOCUMENTS
RECOMMENDATION
PROCESS ORGANIZATIONAL STRUCTURE
A. Systems B. SCMC: C. ISFY97 Mission D. ISGPMO E. Business F. Performance G.IRB H. Product
Life Cycle RIS Process and Organization Organizational Reguirements Management Charter Assurance
andSLC Plan Plan Management Structure Office

1. Refocus electronic business strategy P @) @) @)
2. Implement processto prioritize and control IS P P @) @) @) @)

investments
3. Require CMM Level 2 capability P @)
4. Define, enforce consistent requirements P P @) @) @)

management procedures
5. Define, implement software development P @) @) @)

metrics
6. Complete integrated systems architecture @) @)
7. Indtitutionalize formal configuration P P @) @) @)

management
8. Develop security CONOPS, disaster recovery @) @)

and contingency plans
9. Develop testing and eval uation master plan P @) @) @)
10. Establish an integration testing and control @) @)

facility
11. Complete modernization integration plan @) @) @)
12. Give AC control of Research and P P @)

Development

*NOTE: The cellsidentify strategic IRS plans that are applicable to GAO recommendations. P-Process, O-Organizationa Structure, H= Human Resources, M=Modernization Scope
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MAPPING OF GAO RECOMMENDATIONS
TOIRSSTRATEGIC IMPLEMENTATION PLAN*

Volumel - Section IV

GAO
RECOMMENDATION

REPORT SECTIONS/STRATEGIC DOCUMENTS

HUMAN RESOURCES

MODERNIZATION SCOPE

I. 1S Executive J. Skills K. Transfer L. Strategic M. Modernization N. Criteriato Determine | O. Electronic Tax
Recruitment Assessment of TSM to Modernization Blueprint Active TSM Project Administration
Plan and Training | Private Sector Sequencing Plan Disposition
1. Refocus electronic business strategy M M
2. Implement processto prioritize and control IS H M
investments
3. Require CMM Level 2 capability H H
4. Define, enforce consistent requirements M M M
management procedures
5. Define, implement software development H
metrics
6. Complete integrated systems architecture H H M M M
7. Indtitutionalize formal configuration H M M
management
8. Develop security CONOPS, disaster recovery H H
and contingency plans
9. Develop testing and eval uation master plan H
10. Establish an integration testing and control H
facility
11. Complete modernization integration plan H H M M M
12. Give AC control of Research and M M
Development

*NOTE: The cellsidentify strategic IRS plans that are applicable to GAO recommendations. P-Process, O-Organizationa Structure, H= Human Resources, M=Modernization Scope
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SCHEDULE TO IMPLEMENT GAO RECOMMENDATIONS

Volumel - Section IV

Major Milestones

Milestone Dates

A.COMPLETED PLANNED ACTIONSEVENTS Origina Plan Revised Plan Actual Date
(1)  ANNOUNCE ISORGANIZATION AND FY 97 M1SSION (Gross, Zimmerman) 5/9/97
(1) ESTABLISH SYSTEMSSTANDARDS & EVALUATION OFFICE (Gross, Baptiste)

1. Office established 1/8/97

2. Interim structure approved 1/8/97

3. Final organizationa structure approved 6/97 5/9/97
v ESTABLISH GPMO (Gross, Witbeck)

1. Office established 9/96

2. Interim structure approved 197

3. Final organizational structure approved 6/97 5/9/97
Vi ESTABLISH PERFORMANCE MANAGEMENT OFFICE (Gross, Zimmerman)

1. Office established 10/96

2. Interim structure approved 12/95

3. Final organizational structure approved 5/9/96
VIl INVESTMENT REVIEW BOARD (Gross, Musick, Dolan) 11/95
X EXECUTIVE RECRUITMENT PLAN (Zimmerman, ERB, Buggs)

1. Develop/approve recruitment plan 12/96

2. Recruit executive-level technical management (AC/CIO, Dpty CIO SD, Dpty CIO IRM, Dir 2/97

GPMO, Dir SSE)

3. Prioritize positions 3/97

4. Post vacant SES positions 4/97

5. Recommend approval for selection 3/97 7/97 7197

6. Employeeson-board 4/97 8/97 8/97
Xl DOWNSIZING INFORMATION SYSTEMS (Gross, Zimmerman)

1. Establish staff baselines/develop downsizing plans 10/96

2. Develop downsized organizationa structures 12/96

3. Fieldreduction in force (RIF) 04/97 In process

4. Manage attrition process On-going On-going
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SCHEDULE TO IMPLEMENT GAO RECOMMENDATIONS

Volumel - Section IV

Major Milestones

Milestone Dates

A.COMPLETED PLANNED ACTIONSEVENTS Origina Plan Revised Plan Actual Date
Xl REPORT TO CONGRESS - SCHEDULING TRANSFER OF TSM TO THE PRIVATE 02/97
SECTOR (Gross, Witheck)
XV  PREPARE ARCHITECTURE & SEQUENCING PLAN (Gross, Witbeck)
1. Develop Modernization Blueprint 5/15/97
2. Develop Modernization sequencing strategy 5/15/97
3. Providelevel 1 requirements/architecture/sequencing plan to Commissioner 5/15/97
4. MMB review of reguirements/architecture/sequencing plan 4/18/97
5. Submit Systems Architecture Blueprint to Congress 5/15/97
XVIlI IDENTIFY EXISTING PROJECTSTO COMPLETE, TERMINATE,ORTASK TO
ISC/TIPSS (Gross, Witbeck)
1. Corporate Accounts Processing Systems (CAPS) 11/96
2. Workload Management System (WMS) 11/96
3. Document Processing System (DPS) 11/96
4. Group?2 02/97 02/3/97
5. Group3 03/97 03/4/97
B. PLANNED ACTIONS/EVENTS (SHORT TERM - NEXT 12 MONTHYS)
() IMPLEMENT SYSTEMSLIFE CYCLE DISCIPLINE (Witbeck, Baptiste)
1. Approve SLC Palicy 11/12/96
2. Approve approach to incorporate RIS processin SLC 5/15/97
3. Complete SLC policy, process flows, responsibilities, milestone review points (includes 5/15/97
research & development, field development, RIS process)
4. Complete SLC activities for deployment Refer to “IRS
Program
Infrastructure
Activities (SLC
Implementation
Related)
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SCHEDULE TO IMPLEMENT GAO RECOMMENDATIONS

Volumel - Section IV

Major Milestones

Milestone Dates

B. PLANNED ACTIONSEVENTS (SHORT TERM - NEXT 12 MONTHYS) Origina Plan Revised Plan Actual Date
Y, ESTABLISH BUSINESSREQUIREMENTS MANAGEMENT OFFICE (Donelson, Darymple)
1. Develop Draft Plan 4/1/97
2. Review/comment/update plan 3/97 7197
3. Approvefina plan 4/97 10/97
VIl PERFORMANCE MANAGEMENT (Zimmerman)
1. Monitor IS operational performance
2. Buildinfrastructure/prepare for ITMRA 7197 On-going
3. Mesasure project builds 8/97 12/97
4. Estimate impact of Modernization 1998
5. Establish basdline data 9/97 12/97
9/97 12/97
X PRODUCT ASSURANCE (zimmerman, Shaw, Rosh)
1. Develop/approve resource ramp-up plan 11/1/96
2. Complete resource recruitment 8/97 On-going
3. Configuration management plan (Enterprise-wide plan) Refer to “IRS
4. Integration Test & Control Center (Permanent Facility) Program
5. Develop & approve Test & Evaluation Master Plan (GPMO) Infrastructure
Activities (SLC
Implementation
Related)
Xl TRAINING SKILLSASSESSMENT (Witbeck)
1. Establish IS Training Council 11/1/96
2. Develop/approve training strategy 197
3. Perform skills assessment for 1S Computer Specialist 10/96
4. Identify required skills - project managers 4/97 7197 7197
5. ldentify required skills currently resident project managers 5/97 9/97
6. Createtraining plan curriculum 7197 7197
7. Administer training - first session 9/97 11/97

V-7




Modernization Blueprint - Request for Proposals

SCHEDULE TO IMPLEMENT GAO RECOMMENDATIONS

Volumel - Section IV

Major Milestones

Milestone Dates

B. PLANNED ACTIONS/EVENTS (SHORT TERM - NEXT 12 MONTHYS)

X1V COMPETITIVELY ACQUIRE SETA CONTRACTOR (Gross, Witbeck, Zimmerman)
1. Develop acquisition strategy
2. Announce contract in Commerce Business Daily (CBD)
3. SETA Award
4. PrimeRFP
a RFPto Treasury
b. RFPto Congress

Original Plan

5/97

Revised Plan

10/97

Actual Date

10/96
12/96, 1/97, 2/97

4/97
5/15/97

XVI DEVELOP SECURITY, DISASTER RECOVERY & CONTINGENCY PLANS (Baptiste)
1. Security Plans- Data
2. Security Plans - Physical & Systems
3. Disaster Recovery Plans

8/97
9/97
9/97

12/1/97
12/1/97
12/1/97

XVIIl ELECTRONIC TAX ADMINISTRATION (ETA) (Dolan, Darymple)
1. Study of feasibility of outsourcing submissions processing (includes ETA)
2. Provide MMB with ETA approach
3. Definerequirements & refine approach

5/97
TBD

2/7/97
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B. SYSTEMSLIFE CYCLE
1. BACKGROUND

The IRS alocates nearly 18 percent of its $7 billion annual appropriation to technology
investments. Given the breadth and scope of these investments, as well as the diverse
nature of the investments (e.g., ranging from modest sized research and devel opment
efforts overseen by the Chief Taxpayer Service to legidatively mandated changes to
legacy systems and major Tax Systems Modernization initiatives overseen by the
Associate Commissioner for Modernization/Chief Information Officer it is essential for
the IRS to adopt and adhere to a systems life cycle.

Systems Life Cycle (SLC) is defined as the standards, policies, procedures and practices
employed by the IRS to guide technology investments including the reengineering of
work processes, the creation of business requirements, the development of engineering
solutions, the creation and consideration of business cases for technology investments,
the design and development of systems in accordance with a standard architecture, the
implementation, maintenance and support of the systems in a production environment
and the evauation of these technology investments through the application and analysis
of performance metrics.

2. NEED FOR AN INDUSTRY STANDARD SYSTEMSLIFE CYCLE

The Associate Commissioner for Modernization/Chief Information Officer (ACM/CIO)
proposed and the Executive Committee of IRS adopted a Systems Life Cycle whichis
consistent in purpose, scope and approach with both the military standards 2167A and
498 and systems life cycle processes currently employed by maor systems development
and integration contractors. Given the Congressional mandate to shift a significant
aspect of systems development to contractors, it was essential to adopt a systems life
cycle that reflects industry standards yet is suitable to the unique needs of the IRS.

3. SYSTEMSLIFE CYCLE ELEMENTS

The SLC provides for both executive oversight of each phase of the cycle aswell as
day-to-day management of the process in which lines of responsibility, accountability
and authority are defined.

Oversight for the entirety of the SLC is vested in the Office of Systems Standards and
Evaluation (SSE) under the direction of the ACM/CIO. The SSE will be responsible
for developing, maintaining and promulgating all applicable standards, policies and
practices as well as assuming responsibility for enforcing the SLC discipline.
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Elements of the Systems Life Cycle are asfollows:
g Deveoping Business Requirements and Technical Solutions

Each business Chief will be responsible for developing business requirements while
the Information Systems (1S) organization will be responsible for devel oping
architecturally compliant engineering solutions, as applicable, to satisfy the business
requirements identified by the Chiefs.

g Making Investment Decisions

The Investment Review Board (IRB), chaired by the Deputy Commissioner, shall
review and make determinations concerning business cases for technology
investments. The IRB shall possess the authority to establish thresholds exempting
smaller information technology investments from IRB review. Regardless of the
order of magnitude of the investments, however, the Systems Life Cycle process
will require proposed technology investments to be compliant with the architecture
and other applicable technology standards promulgated by the Chief Information
Officer.

g Designing and Developing Systems

The Government Program Management Office (GPMO) shall provide the day-to-
day management direction for systems development related activities. The
development effort will be managed through discrete systems-specific Project
Offices within the GPM O, each of which will be under the direction of a Project
Director representing 1S and the applicable business function(s).

The Systems Life Cycle activities will be overseen at the executive level by the IRS
Modernization Steering Committee (MSC). The MSC, to be chaired by the IRS
Commissioner and to include senior executives from Treasury, the IRS Deputy
Commissioner, the IRS business General Managers, the IRS Chief Inspector, the
IRS Chief Financia Officer, the IRS Chief for Management and Administration, the
President of NTEU and the IRS Associate Commissioner for Modernization/Chief
Information Officer (ACM/CIO) will provide strategic direction and guidance to
the Modernization program.

4. SCOPE OF THE SYSTEMSLIFE CYCLE
The ultimate objective of the Systems Life Cycle isto ensure management of the
technical processes for al IRS information technology investments including, but not

limited to:

g Legacy Systems Enhancements and Modifications,
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g

g

Request for Information Services (RIS);
Modernization,
Field Devel opment; and

Research and Devel opment.

Included with the Modernization Blueprint, issued on May 15, 1997, is the Systems
Life Cycle Overview which defines the policies required to manage these technology
investments.

Under development and referenced in “IRS Program Infrastructure Activities,” are the
detailed activities that the IRS must compl ete to support these policies.

C. HUMAN RESOURCESAND ORGANIZATIONAL STRUCTURES

An effective IRS program infrastructure requires the strengthening of existing functions and
personnel, the creation of new functions and associated organizational unitsto carry out the
functions as well as the shift of significant modernization activities to contractors.

1. SYSTEMSLIFE CYCLE - ORGANIZATIONAL UNITS

g

Systems Standar ds and Evaluation

To oversee the Systems Life Cycle, the IRS plans to consolidate all functions
related to the formulation of systems devel opment standards, promulgation of
standards, training and enforcement of standards (i.e., systems life cycle) together
with the implementation of an IS audit and evaluation function in the Office of
Systems Standards and Evaluation (SSE).

The SSE office, which reports to the ACM/CIO is aso responsible for al physical,
systems and data security as well as the Privacy and Disclosure Office.

The IRS has appointed Leonard Baptiste to the position of Director, effective
January 5, 1997, and William Hadesty, Assistant Director on March 3, 1997.

Mr. Baptiste possesses extensive experience in the development of systemslife
cycle standards, policies and procedures as well as information technology program
evauation and oversight.

Government Program M anagement Office (GPM O)

The Government Program Management Office (GPMO) which reports directly to
the ACM/CIO is responsible for the day-to-day management of all applicable
activities related to the engineering, design, development and implementation of all
material information technology investments.
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The GPMO isresponsible for all Engineering, Architecture and Infrastructure
functions as well as al Program Management and Control functions. Put
another way, the GPMO is the nerve center for Modernization, serving as the nexus
for al activities related to Modernization.

Accordingly, in addition to the functions described above, the GPMO will house
the discrete Modernization project offices responsible for the day-to-day
management of each major Modernization project.

g Elementsof the SystemsLife Cycle: Requirements M anagement
- Business Management Structure

To further instill the SLC, the Chief Taxpayer Service and Complianceis
creating a Business Systems Requirements Office, to direct the development of
business requirements and business cases as well as to ensure that technology
investments fulfill the prescribed business requirements.

- Architecture, Engineering and Infrastructure Division (AEI) within the
Government Program Management Office

The ACM/CIO has created the Architecture, Engineering and Infrastructure
(AEI) to assume responsibility for the development of technical solutions
which address business requirements and which conform to the requisite
architecture standards.

- “JumpStart” Group within the Government Program Management
Office

The ACM/CIO has created the “ JumpStart” Group, an assemblage of IRS, ISC
and FFRDC lead engineers and architects to provide both overall strategic
direction and evolve the Modernization Architecture and Sequencing Plan.

- Performance Management Office (PMO)

The ACM/CIO has created the Performance Management Office (PMO) to
build a capability to baseline and quantify IS service delivery to provide
authoritative data for the development of service agreements with IS
customers, identify opportunities for improving operations efficiencies and
provide a baseline for the development of Information Systems budget requests
and budget alocation plans.
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The creation of these new functions provides IRS with the organizational structures to
systemically create the requisite business requirements through the Business
Requirements Management Structure, develop the most efficient engineered solution
that would be architecturally compliant (AEI/JS) and generate the required metrics to
facilitate the development of information technology cost and schedule projections for
inclusion in Modernization business cases (PMO).

g Elementsof the SystemsLife Cycle: Investment Decision M anagement

The IRS established the Investment Review Board (IRB) in October 1995 to serve
asthe forum for senior IRS executives to make decisions regarding information
systems expenditures and investments. The IRB is responsible for assessing and
prioritizing the portfolio of information technology expenditures for new
investments, modernized operational systems and ongoing (legacy) systems;
monitoring the progress of spending against approved plans; and evaluating the
results of these investments. The Deputy Commissioner serves as the Chair of the
Board whose membership includes the other Chief Officers, the Chief Inspector, a
Regional Commissioner and senior Treasury Department executives.

Investments in information technology, regardless of funding source, must be
approved by the IRS which ensures that al information technology investments are
subjected to arigorous analysis before funds are approved and released. The
Investment Review Board, in overseeing the prioritization and expenditure of all
information systems spending, performs three major functions:

- Selecting the portfolio of investments that maximize mission performance,
using a standard set of criteria;

- Controlling investments throughout the life cycle including costs, schedule and
benefits; and

- Evaluating each investment once it is fully implemented to determine the return
on the investment and the lessons learned to apply to future investments.

The Chief Financial Officer and Chief Information Officer organizations are
working jointly on updates to the existing Investment Justification Handbook.
This effort will provide for a standard information technology investment

policy integrated within the Systems Life Cycle (SLC) processes required to
meet IRB’s investment management criteria. Further, the investment process
will be aligned with both the best practices identified by oversight organizations
and the provisions of the Information Technology Management Reform Act.
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g Elementsof the SystemsLife Cycle: Systems Development and Operations
M anagement

- The GPMO isresponsible for al day-to-day management of the Systems
development and implementation functions.

- TheProduct Assurance Division isresponsible for all product assurance
functions, including but not limited to:

»  Systems Acceptance Testing (SAT) planning and execution;
*  Configuration Management; and
*  Operation of the Integration Testing and Control Center.
2. SYSTEMSLIFE CYCLE - HUMAN RESOURCES MANAGEMENT
The IRS currently lacks the critical mass of technical management personnel to
undertake major modernization efforts. Accordingly, the IRS must undertake several
initiatives to strengthen its technical management capabilities. The following
summarizes the primary initiatives:
g |IRSRecruitment of Executives and Senior Technical Managers
While the IRS has successfully recruited for critical executive level technical
management positions (e.g., Cl1O, Deputy CIO for Systems Development, Deputy
CIO for Information Resources Management, Director of the Systems Standards
and Evaluation Office, and Director of the Government Program Management
Office) the IRS must continue to recruit for critically needed executive and senior
technical managers to provide direction for many of the newly created aswell as
pre-existing organizational units. Accordingly, the IRS has undertaken a significant
recruitment effort.

At thistime, five critical executive positions have been filled with executives on-
board as follows:

- Director, Architecture, Engineering and Infrastructure Division - Brian Burns;
- Director, Program Management and Control Division - Bill Fultz;
- Director, Technical Contract Support Division - David Sidransky; and

- Assistant Deputy Chief Information Officer for Systems Development -
William Vg da
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Additionaly, as part of this effort, the IRS has appointed five Project Directors
from within the IRS and a Senior Technical Advisor to the GPMO, who comprise
the executive staff of the JumpStart Group: Lauretta Brown, Jm Dumais,

Tim Schmidt, Curt Turner, Cecil Usher and Tom Lucas.

g Program Director and Project Manager Skills Assessment and Training

An Information Systems Training Council has been formed, consisting of
representatives from the Chief Information Officer organization and the IRS
School of Information Technology and is developing awork plan and methodol ogy
to assess current skill sets and to develop the robust skill sets required for effective
project management, as well as other applicable Information Systems skills. This
effort, including comprehensive training programs, should enable the IRS to be
positioned with trained program and project directors in support of the Fiscal Y ear
1997 and 1998 objectives for the initial stages of systems devel opment.

g Strengthening the Product Assurance Division

The IRS Product Assurance Division experienced a significant depletion of
resources during the previous several years to the extent that the function
represented only ten (10) percent of the total staffing dedicated to the systems life
cycle as compared with industry standards ranging from 30 percent to 45 percent.
Today, major components of operational systems (e.g., IMF, BMF) are migrated
into production pursuant to systems modifications without comprehensive SAT
testing. Accordingly, the IRS has undertaken major initiatives to reallocate
qualified resources to the Product Assurance function.

g Shifting Systems M oder nization Development and | ntegration Responsibility
to Contractors

The IRS has aready shifted significant modernization functions to contractors
which possess the requisite technical management to effectively perform these
functions. Nevertheless, the IRS has developed a Contractor Management Plan to
further shift systems development and integration responsibilities to contractors.
Core elements of the plan provide for:

- Competitive acquisition of a Federally Funded Research and Devel opment
Center (FFRDC) to provide policy advice to the IRS, independent verification
and validation (1V& V) services as well as selected technical and engineering
services, and

- Development of a Request for Proposals (RFP) for a prime integration

contractor to position IRS with the discretion to pursue a competitive
procurement, if warranted.
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D. MODERNIZATION BLUEPRINT

The IRS has undertaken a major effort to devel op the Blueprint for Modernization, which
identifies critical business requirements, associates the requirements to functional and
technical architectures and provides for a sequenced rollout of the modernization projects
based on prioritized business needs (e.g., customer service) and technical considerations
(e.g., maximize the efficiency of infrastructures, eliminate the development of stovepipe
systems).

Unlike previous Tax Systems Modernization efforts, this approach builds on actua systems
investments already made and systems aready in production to provide for a practical
(rather than theoretical) architectural framework and sequencing plan that would enable IRS
to migrate from today’ s environment largely comprised of stovepipe systems supported by
distributed processing infrastructures lacking adequate security, performance and efficiency,
to integrated systems supported largely by mainframe concentric platforms with their
attendant efficiency, security and performance capacities and capabilities.

E. PROGRAM INFRASTRUCTURE

Included at the end of this Section are the activities that the IRS must complete, to
effectively partner with the private sector.

g “IRSISC and PRIME Roles and Responsibilities’, defines responsibility based on the
key components of the Systems Life Cycle; Requirements Management, Investment
Decision Management and Systems Devel opment and Operation; and

g “IRS Program Infrastructure Activities’ (SLC implementation related) outlines the
activities that must be completed by the IRS in FY 98.
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IRS/ISC and PRIME Roles and Responsibilities

_ - Systems
Requirements Investment Decision
Development and
Management Management .
Operations *
Systems Life Cycle,
Standards, Policy, and
Oversight
Strategic Planning and
Budgeting
Program Management IRS/ISC IRS/ISC PRIME **

Change Control and
Configuration Management

Performance
Management
Lead Responsibility
* NOTE: IRS/ISC continuing development of skeleton framework to be applied on an interim basis

*k NOTE: IRS/ISC has lead responsibility for Independent Validation & Verification and System Acceptance Testing
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SECTION V: MODERNIZATION BLUEPRINT

The Moder nization Blueprint includes the Business Requirements, Functional and Technical
Architectures as well as the implementation Sequencing Plan. The Moder nization Blueprint was
developed in compliance with the Systems Life Cycle including a Systems Requirements Review
(SRR) and certification of the Business Requirements and a Systems Design Review (SDR) and
certification of the Functional and Technical Architectures.

A. APPROACH TO DEVELOPING THE MODERNIZATION BLUEPRINT

One of the more fundamental and wrong-headed myths concerning Tax Systems
Modernization is the nature of the technical problem: to modernize legacy systems.

Regrettably, the challenge is far more overarching: to modernize functioning but aged
legacy systems which have been nearly irreparably overlaid by and interfaced with atangle
of stovepiped distributed applications systems and networked infrastructures.

g “Top Down” principle: Mainframe Centric and Centralized Data War ehouses.
To move forward, the IRS must elect to either continue developing distributed
processing systems or refocus the technical direction to invest in centralized data bases
supported by accessible mainframe centric solutions. Accordingly, the IRS evaluated
alternatives by applying the following criteria

- Cost to Develop

- Cost to Support

- Cost to Operate

- Flexibility to Accommodate Change

- Extent to Which Systems Could Be Developed and Implemented | ncrementally
- Timeframeto Develop and Implement
- Peformance/Response Time

- Security/Controls

- Risk

- Rdiahility, Availability and Stability
- Complexity

Without equivocation, the analysis concluded the need to shift the technical direction to

develop corporate data bases including data warehouses on mainframe centric platforms
that would provide afeasible, cost effective and secure computing environment.

V-1



Modernization Blueprint Approach

OBJECTIVES

Applications: Centrally Managed/Controlled
Corporate Data
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Corporate Data Delivery

Sequencing to Target

- Tax Systems Focus
- Best in Breed
- Eliminate Duplication
- New Functionality
- Incremental Rollout
- Implement Critical Near Term Needs

%)
LUl
-
=
O
p
o
o

BASELINE
Existing Applications
Existing Infrastructure

",

BASELINE REQUIREMENTS
FUNCTIONAL ARCHITECTURE

L

TECHNICAL ARCHITECTURE




Modernization Blueprint - Request for Proposals Volumel - Section V

g

“Bottom Up” Baselining of Existing Investments. Untangling the myriad of existing
technology isinitially dependent on systematically basdlining and rationaizing the stand
alone systems, data flows, interfaces and infrastructures.

Defining the Target Environment: Modernization Blueprint. Still another
Modernization myth is that the IRS has not successfully undertaken significant
reengineering projects. Indeed, the Service Center Organization Study and the District
Organization Study envision afar more efficient customer oriented IRS.

Business Requirements. While the primary systems reengineering proposals have
not yet been implemented, the Moder nization Blueprint has captured and
documented the critical Business Requirements that would support the vision.

Focusing on technology investments to capture, process, warehouse and access
centrally stored taxpayer information enables the IRS to proceed with
Modernization without having to delay for further reengineering.

Given the planned downsizing of the IRS business operations and the need to
improve the efficiency of service delivery, it islikely that the IRS will, for the
foreseeable future, reorganize its business functions, reconfigure sites and redefine
business processes.

None of these anticipated reengineering efforts would impact on Modernization
insofar as the accessible on-line corporate data to be derived from the

M odernization would be needed regardless of the manner in which the IRS were to
be reengineered.

Indeed, the accessibility of the corporate data on-line should be a facilitator to
reengineering IRS business processes.

Nevertheless, it is contemplated that the PRIM E would provide business process
reengineering services to complement the development of Modernized core
business systems.

Functional and Technical Architectures. Applying the “top down” principles of
mainframe centric infrastructures to support centralized applications systems and
data bases, the Functional and Technical Architectures map the Business
Requirements to target functional flows and technical elements including
subsystems, data bases, data flows, interfaces and infrastructures which provide the
requisite systems performance and security needs. The Modernization Architecture
is aso congruent with the overall Treasury Architecture.
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B. MODERNIZATION APPLICATIONS SYSTEMS SCOPE

While the Moder nization Blueprint focuses on core business systems which collect,
process, retain and provide access to corporate data, the Technical Architecture also
provides the essential infrastructure to support non-tax systems (e.g., administration
systems).

The target modernized systems support the following functions:

g

The Submissions Processing function (SP) isthe primary source for data entering
the system.

Collects and corrects data extracted from paper and electronic tax returns,
payments, and information returns; and

Forwards the data to the Corporate Processing function for storage and access
control.

The Corporate Processing function (CP)

Receives the data from the Submissions Processing function;
Stores data in the Corporate data bases,

Provides enterprise wide, controlled access to the single, authoritative source of
Corporate data;

Provides the timely, accurate and consistent data essential to the performance of al
functions,

Matches corporate data derived from tax and information returns as well as
payment information;

Provides data extracts for the Customer Service, Compliance and Financial
Reporting Systems functions to support research, decision support and
Management Information System activities; and

Manages and controls the maintenance of the corporate data, by archiving,
maintaining indexes and performing backup and recovery.

The Customer Service function (CS)

Provides the primary, non-face-to-face interface to taxpayers, supported by the
authoritative Corporate data bases;
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- ldentifies taxpayer account issues using automated business rules, through taxpayer
correspondence and taxpayer contacts;

- Manages these cases at the Corporate level, with some level of local management
to support unique local conditions;

- Providesthe tools that allow Customer Service Representatives (CSRs) to resolve
these cases without face-to-face contact with taxpayers;

- Updates the authoritative Corporate data bases, so that consistent and accurate
account information is available to other functions across the enterprise;

- Provides automated tel ephone scripts that alow taxpayers to resolve certain cases
and obtain information without needing to interact with a CSR; and

- Provides ad hoc research and inquiry tools for decision support and management
reporting.

g TheCompliance function (CO)

- Providesthe primary, face-to-face interface to taxpayers for resolving collection,
exam and other compliance cases;

- ldentifiesissues before refunds are disbursed, after refunds are disbursed, as a
result of research activities and in the field;

- Creates cases from the issues and assigns and manages them at the Corporate level,
with some level of local case management to support unique local conditions;

- Providesthe tools to resolve cases on-line using the same authoritative corporate
data bases as the Customer Service function;

- Updates the Corporate data bases with respect to case resolution; and

- Supports compliance research with a number of MIS and DSS tools tailored to
Compliance operations.

g TheFinancial Reporting function (FR)
- Integrates with all of the other functions that update financial data;
- Maintains traceability to the source of al financial updates - source documents as

they are received by the Submissions Processing function, accounts as they are
posted with new financial data and settled by the Corporate Processing function
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and account updates as they are made by the Customer Service and Compliance
functions; and

- Generates summary financial transactions from the detailed financial updates and
trangdlates the summary transactions into the account classification structure
necessary to record the financia effects of IRS operations for posting to the
General Ledger and for reporting to other agencies.

C. MODERNIZATION INFRASTRUCTURE
The Technical Architecture provides for the following environments:
g Corporate Batch Environment

The Corporate batch environment applies batch updates to the Corporate data bases,
sourced mainly from the Submissions Processing pipeline. It resides at the primary
Corporate processing center and is the only environment that has a direct, batch
interface access to the Corporate data. Thereis no data “firewall” between the
processes in the batch domain and the Corporate data. Logically, it is equivaent to
today’ s master file processing, except that the Corporate data is on-line rather than
tape-based. The processes in the Corporate batch environment are driven periodically
or in response to pipeline inputs from Submissions Processing. There is one instance of
the Corporate batch environment at the primary Corporate processing center.

g Corporate On-Line Transaction Processing Environment

The Corporate On-Line Transaction Processing (OLTP) environment also resides at the
primary Corporate processing center, but is only capable of processing a defined set of
transactions originating from the end user or regional environment. It does not have
direct, batch access to the Corporate data. Instead, all updates to Corporate data
processed by the OLTP environment originate as predefined transactions and are
applied to the Corporate data bases via data “firewall” services. This provides controls
for Corporate data access by limiting access to a defined set of transactions and
prevents unauthorized, or non-standard programs from accessing Corporate data.
There is one instance of the Corporate OLTP environment at the primary Corporate
processing center.

g Regional Environment

The regional environment provides the secure gateway and transaction routing from the
end user environment to the Corporate OLTP environment. It provides the only
gateway for the multiple sites within a region to access Corporate resources. |t
receives defined transactions from the end user environment, performs security
authentication and access controls and routes the transactions to the appropriate
process in the Corporate OL TP environment. The regional environment manages the
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security for the end user environment, by maintaining the user profiles and collecting
security audit data from the end user environment. The regional environment also
provides regional infrastructure services that support multiple sites, such as automated
call distributors (ACDs) voice response units (VRUS), system management and
communications capabilities and Internet access points for the sites within the region.
There are multiple instances of the regiona environment, as necessary to support the
geographically dispersed Customer Service sSites and other sites.

g End User Environment

The end user environment provides the user (and taxpayer) interface to the system, via
workstation or phone. It formulates transactions for the Corporate OL TP environment
based on user inputs and forwards those transactions to the regional environment,
where they are subject to security access controls and then routed to the Corporate
OLTP environment for processing. The end user environment presents the results of
user and taxpayer queriesin avariety of forms such as workstation displays or Internet

pages.

D. MODERNIZATION SEQUENCING PLAN
g Sequencing Criteria

Planning a path to the tar get moder nized environment must reflect a mix of
competing business and technical implementation considerations. Accordingly, the IRS
developed and stringently applied prioritization criteriaincluding but not limited to:

- Focusing on systemsto support IRS business priorities with particular emphasis
on Modernizing that which is most needed: accessing centralized data to resolve
taxpayer account issues, on-line.

- Mitigating risk by planning the sequencing to limit the need for complex
interfaces, large scale data conversions and continuous disruption of business
operations. Instead, planned increments of new systems would be gradually and
rationally phased-in from a business user perspective and supported by new
workflow procedures and associated retraining.

- Planning a cost effective migration by minimizing the need to develop interim
“throwaway” systems and interfaces; prioritizing the centralization of duplicative
stand alone applications systems, stovepiped data bases and network infrastructures
while minimizing future systems development and maintenance expenses.

V-8



Modernization Blueprint - Request for Proposals Volumel - Section V

g

I mplementation Sequence

The Sequencing Plan proposes five phases, implemented through 16 releases and
incrementally rolled out at the subrelease level.

- Phasel: Customer Service Through Accessing Cor porate Data (including non-
face-to-face Compliance capabilities).

- Phasell: Field Compliance (loca case management and laptop computer
integration).

- Phaselll: Complete Corporate Data (and retire the Master Files).

- PhaselV: Financial Reporting (and Compliance research through corporate data
access).

- PhaseV: Reengineered Submissions Processing (to accelerate processing
timeframes, improve accuracy and reduce costs).

I ncremental M oder nization

Modernization isthe single lar gest systemsintegration undertaking in the world
eclipsing in breadth and depth any previous efforts of either the private or public sector.

Modernization, therefore, must proceed incrementally, focusing initially on creating
centralized “ data warehouses’ that would be operational, accessible on-line relational
data bases to enable taxpayer account resolution.

Developing these capabilitiesin the initia phase of a planned five phase Modernization
would stimulate significant improvements in customer service, compliance and financia
reporting -- the core businesses of the IRS.

Breakthroughsin either electronic commerce programsthat lead to significant
increasesin electronic filing and tax payments or the reengineering of paper
submissions processing programs could be accommodated during any of the

M oder nization phases, with sufficient lead time to ensure installation of the additional
data storage and retrieval capabilities.

Subsequent phases of the Modernization Sequencing Plan provide for further
compliance and financial reporting enhancements as well as the eventual retirement of
the Master Files through the development of the remaining newly planned centralized
data bases.
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The incremental build strategy provides for modernized systems that reflect
reengineered business processes. For the first time, modernized systems would be
implemented in a series of integrated modules pursuant to a Sequencing Plan that
reflects both business priorities and systems engineering best practices. In addition to
providing a map for the rollout of the modernized system modules, the plan would
identify required interim interfaces with legacy systems to ensure seamless integration
as well astarget retirement dates for legacy systems.

g Completing America’s Tax System

Phase|: Customer Service Through Accessing Cor porate Data. Prioritization and
sequencing of Modernization investments should be predicated largely on modernizing
that which most adversely impacts America's Tax Administration System. Given the
current inaccessibility of corporate data and its adverse impact on customer service and
compliance programs, Modernization should focus on the development of accessible,
secur e and authoritative Cor porate Data Systems.

- These data bases, together with new applications system capabilities would, for the
first time, enable the IRS to detect, manage and r esolve taxpayer accounts on-
line.

- Bringing together the taxpayer and the Customer Service Representative viaa
modern, integrated telephone system and, at the same time, accessing the corporate
data bases on-line, would enable the IRS to service taxpayersin a manner
compar able with world class customer service organizations.

- The same systems capabilities would enable the IRS to significantly improve the
productivity of its non-face-to-face compliance programs.

Even if Modernization proceeded no further than the completion of Phasel, the IRS
would be positioned to effectively administer the Tax Laws insofar as Phase | systems,
together with the aged, but functioning, Master Files, would provide a cohesive
and integrated set of core business systems.

g Replacing the Aging, But Serviceable Master File Systems

Phaselll: Complete Corporate Data. Master File replacement is potentially the
highest risk phase of Modernization given the complexity and diversity of the
application systems which create, read, update and delete data related to the various
Master File data bases.

Nevertheless, while the IRS successfully processes more than 200 million tax returns

and $1.4 trillion of tax revenues annually, utilizing these aged applications and data
bases, the Master Files must eventually be replaced.
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Given the scope and complexity of these systems, it would be essential to begin in the
near term to document the application system functionality.

Beyond the magnitude of the application systems migration, the complexity and
enormity of the data conversion that would be required necessitates careful planning
and risk mitigation strategies (e.g., parallel processing). While the risks inherent in
Phase 111 may be nearly incalculable given the aged systems, the absence of critical
documentation, dependency on Assembler Language Code (ALC) and the inevitable
turnover of the IRS workforce supporting these systems, it is essential to plan and
execute the conversion of the Master Files and its related suite of applications.

g PhaseV: Reengineered Submissions Processing

It isyet unclear to what extent the IRS will be capable of generating significant
increases in either the electronic filing and/or payment of taxes. Itisalso prematureto
predict the feasibility of reengineering the paper Submissions Processing. Given
these uncertainties and the potentially long lead times for these programs to reach
fruition, implementation of these systems was positioned for the latter stages of

M oder nization.

Nevertheless, the Moder nization Blueprint Technical Architecture anticipates either or
both of these eventualities insofar as the new centralized corporate tax return and
payment data bases will be structured to accommodate up to 100 percent of the data.

To the extent that either the electr onic commer ce programs and/or the reengineering
of paper submissions processing programs evolve during the build cycles of earlier

M odernization phases, the IRS would accommodate that growth utilizing existing
data base capabilities (e.g., Electronic Federal Tax Payment System [EFTPS] and Tax
Return Data Base [TRDB]).

Please refer to Section VI, “ Pilot Paper Submissions Processing Program.”
g Completing Compliance and Financial Reporting

- Phasell: Fiedd Compliance

- PhaselV: Financial Reporting
While the sequencing strategy initially focuses on completing America's Tax
System (Phase 1), providing sufficient lead time to plan the conversion and
retirement of the Master Files (Phase I11), and reserving the least defined programs
(e.g., Submissions Processing) for Phase V, Phases |1 and IV are positioned to be

implemented on a flexible schedule. Specifically, these phases could either be
accelerated or delayed without significantly impacting business operations.
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It should be noted, however, that complete Financial Reporting Systems
functionality would be dependent on Phase |11, completing the development of
the corporate data bases and retirement of the Master Files.
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VI: ORGANIZATIONAL MODERNIZATION

STATEMENT OF CHARLES O. ROSSOTTI,
COMMISSIONER OF INTERNAL REVENUE,
BEFORE THE SENATE FINANCE COMMITTEE,
JANUARY 28, 1998

Mr. Chairman and Distinguished Members of the Committee:

When | appeared before this Committee in October, | had already confirmed for myself
two things: that the IRS must do afar better job of serving taxpayers, and that achieving a goal of
consistent first rate service would require amajor shift in the IRS sfocus. | committed to you
that | would improve the work of an agency that directly affects so many people and do so to the
best of my ability.

Since my appearance here in October, | have read thousands of pages of studies and
reports, met with over 500 IRS employees, reviewed the ongoing audits conducted by the IRS
Chief Inspector, visited offices al across the country, spoken with taxpayers at Problem Solving
Days and met with all of the practitioner and professional groups who will testify before you
tomorrow. | have learned a great deal from the work of this Committee and from the work of the
Committee on Ways and Means. Drawing upon these sources, the report and recommendations
of the National Commission on Restructuring the IRS, and my own 28 years of experience asa
manager, | have reached a clear and inescapable conclusion: the IRS must shift its focus away
from its own internal operations and think about its job from the taxpayer’s point of view.

| am pleased to be here today to outline for you how | plan to do what | said | would do
back in October, how the legidation you are considering will help in this endeavor, and how
concrete measures will be taken to address the kinds of problems you, Mr. Chairman, brought to
light in your hearings in September.

But, before | outline my concept of anew IRS, let me discuss two important issues of
concern to this committee. First, the hearings you held in September prompted the IRS to take
stock of itself in a number of key areas, and I'd like to take this opportunity to review the actions
the agency has taken since. Second, I'd like to make a few points with regard to the restructuring
legidation that has passed the House and that will soon be marked up in the Senate.

ACTIONS SINCE FINANCE COMMITTEE HEARINGS

Mr. Chairman, your September hearings were a call to action and have caused the IRS to
begin a period of self-examination on a number of fronts. We have initiated interna audits on the
use of statistics in Examination and Collection and begun reviewing the conduct of managers and
employees so that we can detect and correct abuses. In addition to these specific actions, | want
to take a moment to review some of the other mgjor commitments we have made to improve our
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treatment of taxpayers. | would also like to assure you that we will continue to fulfill our current
commitments and for the longer term strive to prevent these situations from occurring in the first
place.

Both before and after the hearings last September, the IRS worked closely with the
Finance Committee staff and the Treasury Department to identify the problems that must be
resolved in order to end abuses, protect taxpayers rights, and make the IRS more customer
focused.

The IRS and the Treasury Department have jointly devel oped action plans to address each
of the problem areas which have surfaced over the last few months. The issues that could be
resolved quickly have been. Others will take more time. There are approximately 100 detailed
actions being taken by the IRS to honor commitments made during and after the September
hearings, and just last week we delivered our second progress report to the Committee. There are
three general categories of actionsthat | highlighted in my report to you and also would like to
address today:

. Resolution of problem cases;
. Enforcement statistics and employee misconduct; and
. Employee education.

Resolution of Problem Cases

IRS staff, both at the National Office and in the field, have been working on several efforts
related to resolving problem cases. Some of these efforts are direct consequences of the Senate
hearings, whereas others are more proactive steps to identify and solve taxpayer concerns before
they become intractable problems.

We have completed a comprehensive review of the casesinvolving the four taxpayers
which testified at September’s hearings. Our findings and the reports prepared by the responsible
field office executives were sent to you last week.

In addition to addressing the cases for these four taxpayers, the IRS has established new
procedures to monitor complaints received as aresult of the hearings. The Chief Inspector is aso
tracking any complaints generated by the hearings. The Taxpayer Advocate has been working
closely with field executives to review correspondence received by the IRS in the first quarter of
this fiscal year (October 1, 1998 through December 31, 1998). In thisreview, field offices
analyzed roughly 25,000 pieces of correspondence and provided a summary of those results to
your staff last week. We are currently undergoing a similar review for the second quarter.
Through these types of extensive reviews, we will be are able to better understand the types of
correspondence we are receiving and more readily identify potential systemic and individua
problems early on.
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Problem Solving Days

On September 25, 1997, Deputy Commissioner Mike Dolan announced that each IRS
district would begin holding monthly Problem Solving Days to provide taxpayers an opportunity
to meet with Service personnel to resolve specia tax problems they might be encountering. On
Saturday, November 15, 1997, we held our first Problem Solving Day. Since then, we have held
many more Problem Solving Days throughout the country. | was pleased to spend time with you,
Mr. Chairman, in Wilmington, Delaware, and with you, Sen. Grassley, in Des Moines. As of
January 16, 1998, more than 16,200 people have been assisted during Problem Solving Day
events throughout the country.

We are pleased with the initial success of Problem Solving Days. According to the
customer satisfaction survey distributed at the November Problem Solving Day, taxpayers were
extraordinarily pleased with the quality of service they received. With a 55 percent response rate,
customers gave the day an average rating of 6.46 on ascale of 1 to 7, with 7 being “completely
satisfied.” Approximately 75 percent of respondents gave the IRS the top rating of 7 for “overall
service.” The highest overall rating of 6.66 was for employee courtesy.

In our second round of Problem Solving Day events, held in December, the IRS received
even higher ratings for “overall service”. For “overall service’, the IRS received an average
rating of 6.54 as compared to the November rating of 6.46. Again, our highest overal rating was
for “employee courtesy” ; however, the rating improved (from 6.66 to 6.81).

During the two Saturdays prior to April 15, 1998, IRS will hold “Problem Prevention
Days.” Local offices will assist taxpayers in preparing returns and in voluntarily complying with
tax laws.

Problem Resolution Program

The IRS isincreasing the Nationa Office Problem Resolution staff by one-third and is
conducting a workload review to determine how many additional resources are needed in field
offices. Additionaly, the IRS has begun a national search, using awell known executive search
firm, for anew Taxpayer Advocate with experience representing and advocating for individuas
and small business taxpayers. | aso plan to expand the position to include significantly increased
opportunities for educating the public about the Taxpayer Advocate program and the remedies it
offers.

Improve Written Communications With Taxpayers
During fiscal year 1997, the IRS issued roughly 10 million letters and 111 million notices
to taxpayers. Letters are issued by a specific employee to provide detailed information regarding a

taxpayer’s account. Notices are standardized forms which are categorized by issue and sent to
taxpayers which require that type of notification. To improve the taxpayer’s ability to respond to

VI-3



Modernization Blueprint - Regquest for Proposals Volumel - Section VI

letters we have issued areminder dert to field offices to emphasize that all letters must be signed
by the appropriate contact person.

We also have been working to redesign our notices, and plan to procure the services of an
outside contractor, in an effort to increase their clarity. These improvements should help
taxpayers understand more clearly why they have received a notice and how they need to respond
to that notice without the need for further explanation. Many of our generated notices already
include names.

Although we continue to evaluate the viability of adding names to more notices, we have
reservations. For example, the IRS has invested considerable resources to emulate private sector
best practices by enhancing customer access to toll-free telephone services. To improve access,
we have implemented systems that enable us to route incoming calls to the next available assistor
located in any of our call sites across the nation. We are concerned that a taxpayer, calling the
employee identified on a notice, may have to stay on hold for longer than if he or she had been
transferred to the first available employee. We are continuing to explore ways to make employees
more accountable for solving problems while ensuring that taxpayers get the most efficient service
we can deliver.

Provide Better Telephone Service

On January 2, 1998, the IRS expanded telephone service over one third -- from 5 days a
week, 12 hours a day to 6 days aweek, 16 hoursaday. In addition to increasing our hours of
operation, the IRS has several key initiatives designed to improve the Level of Accessto our
telephone service to 70% during the 1998 filing season.

Enfor cement Statistics and Employee Misconduct

Last September’ s Finance Committee hearings raised a number of questions about how
the IRS uses enforcement statistics. Since the hearings, senior IRS executives have made a
determined effort to communicate to the entire organization that enforcement statistics are not to
be used in evaluating employees. We have stopped ranking the 33 district offices and 10 service
centers on revenue and enforcement results and stopped issuing these kinds of performance goals
to regions, districts, and service centers. Because of concerns that including penalties in our
examination assessments created incentives for our employees to propose unwarranted taxpayer
penalties, we have also decided to exclude all penalty data from the statistics used for examination
assessments.

IRS Seizures
On December 2, 1997, the IRS announced an interim policy requiring higher level

management approval before an employee can seize tangible property. This higher level of
approval is a prudent step to ensure that, while we complete our analysis of the use of these

VI-4



Modernization Blueprint - Regquest for Proposals Volumel - Section VI

enforcement authorities, collection enforcement tools such as seizures are only used in
appropriate cases.

Internal Audit Reports

Subsequent to the Committee' s September hearings, in which allegations of violations of
taxpayers' rights surfaced, the Inspection Service and the General Accounting Office (GAO) were
asked to investigate the IRS' s use of enforcement tools and statistical indicators. To date, two
Internal Audit reports have been issued. The first audit report focused on the Arkansas-
Oklahoma district and concluded that the district permitted, and in some cases encouraged,
inappropriate use of enforcement statistics and tools. The second report reviewed the use of
enforcement statistics in the Collection function at the national and regional levels, and in 12
districts. On January 13 this report was issued and concluded that the IRS created an
environment driven by statistical accomplishments that placed taxpayer rights and a fair employee
evauation system at risk. In response to both audit reports, the IRS has taken the following steps:

. On December 16, 1997, the Deputy Commissioner initiated a review of the lien
and levy procedures currently being followed by field offices. This review will
result in recommendations for improving current processes with a particular
emphasis on ensuring that these collection tools are utilized in away that correctly
balances the individual rights of taxpayers with the organization’s responsibility to
collect the correct amount of tax.

. On December 22, 1997, Deputy Commissioner Dolan recalled Document 9429,
Managing Statistics Within the Collection Function. Collection personnel were
directed to rely on the overall guidance contained in Document 7300, Managing
Statistics (1992). New guidance revisions are scheduled to be available by March

30, 1998.

. At the request of the IRS, GAO is currently conducting an overal review of the
quarterly certification process.

. The IRS will expand its longstanding policy prohibition on the use of enforcement

statistics to bar their use in evaluating front-line managers of enforcement officers
and apply the TBOR Certification process to all enforcement activities, not just
collection.

. The procedures that govern the clearance of documents containing reference to
interpretation of Service policy will be strengthened so that any legal concerns
raised by Chief Counsdl will be adequately addressed.

Additionaly, | announced on January 13, a panel will be created to objectively determine
disciplinary actions to be taken in cases arising from the Chief Inspector’ s investigation.
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Employee Education

Finally, during the September hearings, a commitment was made to engage the IRS in
discussions about the organization’s obligation to provide high-quality customer service to
taxpayers. IRS management has conducted several video conferences with employees to discuss
lessons learned from the hearings; conducted meetings with all IRS executives and field office
division chiefs; issued several forma statements to employees announcing corrective actions being
taken; and this week we will be conducting focus group interview sessions with over 2,000
employees to solicit employees concerns regarding barriers to proper treatment of taxpayers and
to offer suggestions for improving taxpayer treatment.

The IRS is working on other initiatives to formally educate employees. One of these
initiativesistitled “Working with Taxpayers’ and is designed to help employees throughout the
organization understand how to treat taxpayers fairly and courteously. Another critical aspect of
providing the proper level of customer service is accurate technical knowledge. There have been
severa significant changes to the tax code over the last year, the most significant being the
Taxpayer Relief Act of 1997 (TRA 97). The IRS is currently providing training to Customer
Service personnel on TRA 97 issues that impact the 1998 filing season.

RESTRUCTURING LEGISLATION

Mr. Chairman, this hearing marks the start of the Finance Committee’'s deliberations to
draft its own version of IRS restructuring legislation. As Secretary Rubin stated earlier, we
support the Internal Revenue Service Restructuring and Reform Act of 1997, as passed by the
House of Representatives, and are committed to working with the Congress, along with the
Department of Treasury, to implement it. As currently drafted, the Act provides for, among other
things, additional taxpayer rights, more effective oversight of the IRS and greater continuity of
leadership at the agency. This Act can be the impetus for bringing additional change to the IRS -
change that will help to accomplish the shift in focus that | have mentioned. | would like to take
this opportunity to comment on some of the key provisions.

Taxpayer Rights

The House-passed hill includes a number of taxpayer rights provisions that we support
including:

. relief for innocent spouses,
. the expansion of our authority to issue “taxpayer assistance orders’,
. providing taxpayers with additional information on a variety of matters, including a

taxpayer’ srights in interviews with the IRS,
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. equitable tolling of the statute of limitations for refund claims of disabled taxpayers, and

. matching grants for the development, expansion or continuation of certain low-income
taxpayer clinics.

We aso support the provision which would allow taxpayers to sue the government for up
to $100,000 in civil damages caused by IRS employees who disregard provisions of the Internal
Revenue Code or Treasury regulations in connection with collection Federal tax with respect to
taxpayers, but believe the standard should be * gross negligence”.

The House-passed hill also contains two provisions that cause us concern. As currently
drafted, the section on burden of proof could have the unintended consequence of providing
taxpayers with an incentive not to keep records that support their tax return positions and could
make audits more intrusive. We are also concerned that the provision extending a privilege to
accountants could give rise to disputes and interfere with our efforts to resolve issues quickly and
correctly. These are highly technical issues that we would like to have our staff work with the
Committee staff to resolve.

Electronic Filing

The expansion of aternative methods of filing is of vital importance to America s tax
system and the House-passed bill establishes along-range goal for eectronic filing. While IRS' s
electronic filing programs have been successful to a degree, the public’s use and acceptance of
electronic alternatives to paper has not grown as rapidly as once hoped. For these reasons, the
encouragement provided under the House-passed bill isimportant. As the Committee knows,
current law already authorizes paperless filing, but the policy statement in this bill could be the
catalyst for its successful expansion.

The legidation aso provides us with needed authority to pursue such developments as the
ability to accept taxpayers signaturesin adigital or other electronic format. During 1998, the IRS
will be formulating a broader strategy for electronic service delivery through partnerships with
private industry. Priorities for 1999 include implementing paperless filing, accepting el ectronic
payments, and continuing to increase taxpayers and practitioners understanding of the benefits
of eectronic filing.

Governance Arrangements

As Secretary Rubin indicated to the Committee, the bill contains new governance
arrangements that will ensure critical input from the private sector, provide for outside oversight,
and maintain authority and accountability with respect to the IRS within the existing structure of
the federal government. We support the provisions in the final bill that retain executive branch
accountability under the Constitution, as well as the Secretary’ s authority to administer and
enforce the internal revenue law. We also support granting the Oversight Board the authority to
consult on strategic plans and review operational functions.
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| should also note that | believeit is critical that we are able to attract the right people to
fulfill the Board’simportant role. To avoid a prohibitive time commitment that an attractive
candidate might not be able to fulfill, or, conversely, not allow for enough time to make a
substantial contribution, | encourage a change to the legidation that would alow the Chairman of
the Oversight Board maximum authority concerning the functioning of the board on matters such
as the frequency of meetings and the possibility of appointing subcommittees. In addition, |
support the technical changes to the conflict of interest provisions applicable to the Board. The
current provisions are unclear and may inadvertently discourage service on the Board. We
understand that the Office of Government Ethicsis willing to work with Committee staff to
ensure that these provisions are clear and fair.

Personndl Flexibilities

Mr. Chairman, critical to achieving the goalsthat | will lay out for you today is my ability
to recruit and retain a top notch leadership and technical team, and to re-tool the existing
workforce for the new challenges that await them. Therefore, we will be seeking your support for
several additional flexibilities, particularly in the areas of compensation and workforce
restructuring. Also, so that our employees may make the best choices for their futures, we seek
reauthorization of the buyout authority that expired in December. Flexibility to reposition the
current IRS workforce will be critical to implementing a new organization that is designed around
the needs of the taxpayers. The Committee’ s support for these changes will be appreciated.

Mr. Chairman, the actions we have taken since your September hearings and the ongoing
discussion of the restructuring legidation point the direction for the IRS into the next century. Let
me now turn to my concept for modernizing the nation’s tax agency.

CONCEPT TO MODERNIZE THE NATION’'STAX AGENCY

Mr. Chairman, | noted at the outset that your hearings were a call to action for the IRS.
As you begin to consider restructuring legislation, | want to lay out my concept of how we can
modernize the IRS. Let me stress at the beginning that enactment of restructuring legislation is
crucial to the effort | am about to outline. The legidation is a necessary and critical enabler of the
change that the IRS must undertake.

How can the IRS shift its focus and become the customer-oriented agency it must
become?

| have carefully reviewed the work done by the National Commission on Restructuring the
IRS, read many thousands of pages of internal studies of IRS business practices, technology and
organization, and have met with hundreds of IRS employees as well as others who are vitally
interested in our tax system. | have consulted with the Secretary of the Treasury and benefitted
by the work of the Treasury and National Performance Review task force on customer service.
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A clear sense of direction has emerged from this work and from the problems brought to
light by this Committee. The IRS must shift its focus from its own internal operations and think
about its job from the taxpayers point of view.

The IRS today does aremarkable job of processing 200 million tax returns, collecting with
great integrity over $1.5 trillion and providing service to millions of taxpayers. These capabilities
represent great strengths for our country.

To meet the public’' s legitimate expectations in the future, however, we in the IRS must
fundamentally change the way we think about our agency. We must become fundamentally
committed to customer service. We must shift our focus, as many large companies have aready
done, from expecting our customers, the taxpayers, to understand and navigate the IRS according
to our internal operations, to thinking about everything from the taxpayers' s view. We must gain
agreater understanding of taxpayers problems and how we can best help them meet their
obligations under the tax laws.

From the taxpayer’ s viewpoint, we provide service in two ways.

We serve each taxpayer with whom we deal directly, one at atime. These interactions
with taxpayers range from the routine, such as providing forms and information, to the complex,
such as when ataxpayer may be thought to owe more money as a result of an examination. In
each and every one of these interactions with taxpayers, we should provide first quality service
and treatment that is prompt, professional and helpful based on what we know to be their
particular needs.

Secondly, we serve all taxpayers by ensuring that complianceisfair. Our tax system
depends on each person who is voluntarily meeting his or her tax obligations having confidence
that his or her neighbor or competitor is also complying.

| believe that the IRS, over time, can greatly improve both kinds of service to the public.
Furthermore, | believe that we can accomplish this, while also processing an increasing workload
with the workforce we have. Our workforce is competent and dedicated, but handicapped by
outdated practices and technology.

In the near term, we are taking action to move forward toward these goals.

As| mentioned earlier, the Problem Solving Days that we have been holding monthly
across the country are excellent examples of the way we should be serving taxpayers. We are
extending the hours of telephone service thisfiling season to 16 hours a day 6 days aweek. We
are setting up a special process to resolve the particularly difficult taxpayer cases that we are
identifying through your Committee and our internal programs. We have taken steps to raise the
level of management review on enforcement actions such as seizures and to see that inappropriate
use of enforcement statistics is ended. These are only afew of the hundreds of actions we are
taking this year to improve service and provide proper treatment to taxpayers.
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We are also closely managing our enormous and challenging program to update our
computer systems for the century date change and the tax law changes required by the 1997
Taxpayer Relief Act. Most of thiswork must be completed in the next 12 months prior to the
1999 filing season.

Asimportant as these steps are, they will not enable us to meet our goals unless we make
more fundamental changes to our way of doing business. These changes will take time but are
essentia for the IRS to meet the public’ s legitimate expectations for service from its tax agency.

Five Key Elements

The concept that | will outline today includes a renewed mission with emphasis on service
and fairness to taxpayers and practical goals and guiding principles which define the path forward.
We will reach our goals of service to each and to all taxpayers through changesin five key areas,
each complementing the others. These five areas, aong with the goals and guiding principles are
summarized on Chart C .

Revamped IRS business practices that will focus on under standing, solving and preventing
taxpayer problems.

Each of the IRS s business practices, from customer education to filing assistance to
collection, holds great promise for improvement by our gaining a greater understanding of the
particular problems that taxpayers have and focusing continuously on solving them. In most cases,
there are very close parallelsin the private sector that we can draw on.

For example, our business practices should make filing easier for al taxpayers by
providing easily accessible high quality assistance to those taxpayers who need help in filing and
by having more returns filed electronically. Just as companies develop very particular marketing
programs to reach customers with differing needs, we can help taxpayers more effectively by
tailoring our publications, education, communications and assistance programs to taxpayers with
particular needs. College students who often can file with a smple 1040EZ form and a 10 minute
phone call have very different needs from senior citizens with socia security and investment
income who may be best served through a network of volunteers who specialize in the needs of
seniors.

This principle of tailoring our services to the needs of particular groups of taxpayersisa
cornerstone of how we can dramatically improve our service to taxpayers as well as our internal
productivity.

As another example, some of our most difficult interactions with taxpayers occur when
additional money may be due and collection activity is required. Today, 90 % of the active
collection activity by the IRS telephone and field collectorsis on accounts that are more than 6-
months old, and most are much older than that. Thisis the reverse of practicesin the private
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sector. The proven keys to effective collection are to identify as promptly as possible customers
who may present risk of non-payment and to work out a payment program that addresses the
particular payment problem of that customer. This helps the customer as well as the collecting
agency and minimizes the need for enforcement actions.

Organizational structure built around taxpayer needs.

The IRS organizational structure no longer enables its managers to be knowledgeable
about and take action on major problems affecting taxpayers nor is it capable of modernizing the
business practices and technology needed to achieve our goals. The principal IRS organization
today, as shown in Chart A, is built around 33 districts and 10 service centers. Each of these 43
unitsis charged with the mission of serving every kind of taxpayer, large and small, with simple or
complex problems, in a defined geographical area. | f ataxpayer moves, the responsibility moves
to another geographical area. Further, every taxpayer is serviced by both a service center and a
district and sometimes more than one. Service centers and districts each perform customer
service, collection and examination activities for the same taxpayer.

For example, in the collection area, there are three separate kinds of organizations, spread
over 43 organizational units, that use three separate computer systems to support collection.
Each of these three types of units collects from every kind of taxpayer, from small businesses to
wedlthy individuals.

There are 8 intermediate levels of staff and line management between afront line
employee and the Deputy Commissioner, who is the only manager besides the Commissioner who
has full responsibility for service to any particular taxpayer. Although important improvements
have been made in this structure over the last few years, notably the reduction in the number of
districts, the fundamental problem remains: the structure is far too complex and accountability is
weak.

Fortunately, there are solutions to this organizationa problem which are widely used in
the private sector and may enable usto better serve the American taxpayer. The approach | am
discussing today is to organize around the needs of our customers, the taxpayers. Just as many
large financia institutions have different divisions that serve retail customers, small to medium
business customers, and large multinational business customers, the taxpayer base falls rather
naturally into similar groups. This fact simply reflects the structure of the US economy.

Therefore, as shown in Chart B, one logical way to organize the IRS isinto four units,
each charged with end-to-end responsibility for serving a particular group of taxpayers with
similar needs. These units could replace the four regional offices and a substantia part of the
national office, allowing the national office to better fulfill its responsibilities of oversight and
broad policy rather than operations. As| noted at the outset, thisis a concept U a concept that
will require outside validation. | am initiating areview of this concept because | believe we need
to refocus and realign the efforts of the IRS on our customers u the American taxpayers. Of
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course, during and after the review, we may need to revise this proposal, depending on the
results.

By organizing in this way, the management teams for each unit could learn a great deal
about the needs and particular problems that affect each group of taxpayers. Thetax codeis
extremely complex but most of it does not apply to each group of taxpayers.

There are 100 million filers, comprising about 140 million taxpayers, who have only wage
and investment income. For this very large group, aimost 80% of al taxpayers, the primary needs
are improved assistance in filing or in getting information about an account or a refund. Collection
problems are relatively limited since most of their taxes are paid through withholding by
employers. Compliance problems are concentrated in the area of dependent exemptions, credits,
filing status, and deductions, many of which can be addressed in part by better education of
taxpayers with the assistance of volunteer groups and preparers. Improved phone service and
more walk-in “retail” sites where taxpayers can get quick, in-person assistance are also important.

Another very important group of taxpayers are small businesses, including sole proprietors
and small business corporations. There are about 25 million filersin this category. Compared to
other individual taxpayers, this group has much more frequent and complex filing requirements
and pays much more directly to the IRS, including tax deposits, quarterly employment returns and
many other types of income tax returns and schedules. Providing good service to this group of
taxpayers is more difficult than wage and investment filers, and compliance and collection
problems are also much greater. Small start-up businesses in particular need specia help. By
dedicating afully responsible unit to providing all IRS services for the self employed and small
business, this unit will be able to work closely with industry associations, small business groups
and preparers to solve problems for the benefit of all.

Larger businesses, although few in number, pay a substantia share of their tax in the form
of withholding, employment and excise taxes, and corporate income taxes. Complex tax law,
regulatory and accounting questions, including many issues arising from international activities,
dominate the work of the IRS in serving this group. A management team and unit dedicated to
serving these taxpayers will be able to understand and solve these problems more effectively than
at present.

Finally, the tax exempt sector, including employee plans, exempt organizations and state
and local governments, represents a large economic sector with unique needs. Although generaly
paying no income tax, this sector pays over $190 billion in employment taxes and withholding for
employees and manages $5 trillion in tax exempt assets. This huge sector will benefit from a
dedicated unit that understands its special problems.
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Management roles with clear responsibility.

Since each unit will be fully responsible for serving a set of taxpayers with like needs, the
management teams responsible for each of these units will be able to become knowledgeable
about the needs and problems of their customers, and be held fully accountable for achieving
specific goalsin serving them. Furthermore, having learned about problems, managers can cut
dramatically the time required to communicate with the workforce and implement solutions.
Because the organization would be “flatter,” there would be fewer layers of management. Front-
line employees and first-line managers would have a much closer identification and
communication channel to people with general management responsibility.

For each unit, a cohesive management team will be established which will be able to
organize internally in ways that are appropriate to the particular needs of the taxpayers they are
serving. | believe that highly qualified managers, from internal or external sources, will be far
more attracted to these kinds of management jobs than those in today’ s complex structure .

Balanced M easur es of Performance.

It is essential to have measures of organizational performance that balance customer
satisfaction, business results, employee satisfaction and productivity. It is particularly important
that performance measures do not directly or indirectly cause inappropriate behavior toward
taxpayers, and that they provide incentives for service-oriented behavior.

The establishment of management teams with clear responsibility for serving large groups
of taxpayers with reasonably common characteristics and needs will help make it possible for the
first time to develop realistic and meaningful measures of organizational performance in the areas
of customer satisfaction and overall compliance on a continuing basis. Thiswill help eliminate the
problem that has plagued the IRS for decades, namely the use of “enforcement” results as a key
measure of success.

New Technology.

One of the limiting factors in our ability to modernize our business practices at the IRS
today is our computer systems, which are extremely deficient in their ability to support our
missions and goals. But computer systems essentially represent a detailed codification of the
business practices and organization structure that exist. Building new computer systems to
support the old business practices and complex organization structure will not work.

The recently issued technology modernization blueprint and the new CIO organization
provide an outstanding and professional basis for managing the evolution of our technology. The
revamped business practices and rationalized organizational structure | discussed earlier will
provide a sound basis for completing and implementing the modern systems envisioned in the
blueprint.
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The management teams in each unit will be able to act as knowledgeable and responsible
business owners to work with the centralized professional information systems organization and
outside contractors. For the first time, this will establish al the critical elements needed to manage
a large-scal e technology/modernization program successfully.

SUMMARY

The comprehensive modernization concept | have outlined includes a renewed mission
with emphasis on service and fairness to taxpayers, practical goals and guiding principles which
define the path forward, revamped business practices that focus on solving taxpayer problems, a
new organizational structure built around serving groups of taxpayers with like needs, more
accountable and attractive management roles, balanced measures of performance tied to
achievement of goas, and a workable way of modernizing our technology. All thisis summarized
on one page in Chart C.

| want to emphasize that much study is required to validate this concept and to decide on
hundreds of details. Much consultation will be involved, internaly and externaly, during this
study process which we hope to complete by early summer. While an enormous job is ahead of us,
| am confident that, given time and support from Congress and the public, this path will lead us to
the goal we all seek: an IRS which provides consistently first quality service to taxpayers.

Let me aso stress that this concept is fully consistent with and, in fact complements, the
Oversight Board that is created in the Restructuring Bill. Under the structure proposed, the
Commissioner and the National Office will be better able to fulfill their appropriate top
management roles and will be able to be accountable to the Board for the achievement of overall
organizational goals as approved by the Board.

In conclusion, | want to assure the Committee that it isanew day at the IRS. The agency
is committed to moving forward in ways that keep up with a changing world and the increased
expectations of the American taxpaying public. Restructuring legislation will help us get there,
and the work of your Committee has served as one of our catalysts for change. Thank you, Mr.
Chairman, and | will be happy to answer any questions.
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SECTION VII REQUIREMENTS: MODERNIZATION BLUEPRINT PHASE
I/RELEASE 1- CUSTOMER SERVICE AND COMPLIANCE PILOT

A. BACKGROUND AND CONTEXT

A fundamenta principle of the Modernization implementation strategy is to incrementally
develop, integrate, test, prototype, pilot and deploy Modernization capabilities. To mitigate
risk to cost and schedule, the incremental approach appliesto all levels of decomposition of
the Moder nization Blueprint, from the Phase level, which reflects the overall strategic plan
for Modernization, to the build e ements which represent specific, buildable technical
products.

g Conformity with SystemsLife Cycle

The Moder nization Blueprint, including the Business Requirements, Functional
Architecture, Technical Architecture and Sequencing Plan defined at Level | and Level
Il was developed in conformance with system life cycle processes, and approved
formally through a System Requirements Review (SRR) and a Systems Design Review
(SDR). The approva process established a baseline under Configuration Management
(CM) contral.

g Consistency with Sequencing Plan

The Sequencing Plan to migrate to the target environment is defined in five phases
consisting of sixteen releases. The Modernization Sequencing Plan was reviewed and
approved by the business enterprises at a Sequencing Plan Review (SPR), in
accordance with the system life cycle. Phase I/Release 1 isthefirst step inthe
migration to the modernized IRS target environment, and is defined as a series of five
Subreleases to provide benefits independent of future releases and Phases. It also
represents the first decomposition, completed within the framework of the Systems Life
Cycle, to the next level of detail defined in the Modernization Blueprint: Level |11,
Subrelease Design.

g Controlled Changesto Basdline

Consistent with the Modernization Sequencing Plan, the IRS decomposed the baselined
Level 1l Phase I/Release 1 architecture in accordance with SLC processes. The final
Phase I/Release 1 requirements and specifications reflect the most current business
goals, priorities, and technical considerations. The result, approved through a Change
Control Configuration Management process, is an updated definition of Phase |/Release
1 designed to maximize business benefits provided in each of the five Subreleases.
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g Acceerate Functionality and Mitigate Risk

To mitigate risk and provide early business benefit, the Phase |/Release 1 Customer
Service and Compliance Pilot is based on the following:

- Prioritization of critically needed functionality to provide the framework for both
the telephonic and systems security infrastructure that would enable a market
segment of individual income taxpayers to access the IRS more efficiently viathe
telephone and Internet and secure access, on-line, to taxpayer account information,
thereby improving the productivity and responsiveness of IRS Customer Service
and Compliance programs;

- Opportunity to shorten time to market by focusing on only a single market segment
(e.g., asegment of the individual income tax taxpayers);

- Minima dependence on interfacing with legacy or operational IRS systems;

- Application of commercial off-the-shelf (COTS) software, middleware and
hardware components wherever feasible; and

- Opportunity to undertake significant performance testing in a prototype and pilot
environment to provide a“real world” assessment of the Modernization Blueprint’s
overal architecture (e.g., infrastructure, systems and data security and data
management).
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Phase I/Release 1 - Subrelease Deliverables and Benefits

Toward A Modernized IRS

Relative Level of Effort

/ Subrelease 1.2 \
Enhanced Secondary

Telephone Call Routing and

Management

o D

Subrelease 1.5
On-Line Adjustments

o D

Subrelease 1.4
Corporate Databases
Read Only

Deliverables

Individual tax return adjustments
for the 1040 family of forms
including penalty and interest
computations and account
settlement

- Improved Customer Service Call
Routing

p

Subrelease 1.1
Primary Telephone Call
Routing and Management

Deliverables

- Telephone and Internet account-
based self-service applications

Deliverables

- Implements primary (centralized)
and secondary (regional) call
screening and routing

- Telephone and Internet non-
account based automated self-
service applications

- National reference database

- Implements National Infrastructure
servers

Benefits

- Taxpayers provided options to
obtain non-account based tax
information

- Enables seamless call routing to
secondary call sites reducing
gueues & increasing call capacity

/ Subrelease 1.3 \

Infrastructure and Security

Deliverables

- Establish the CCDB and TRDB

- Enhance the TADB

- Daily update of the Master Files

- Transition bridge from the legacy
environment to the modernized
CCDB

- Tax Account and Case Research
capabilities

- Data conversion to CCDB

- Increased Primary Computing

for refund, fact of filing and related
security for taxpayers is centralized

- Infrastructure Services to support
account-based self-service
applications built and implemented
at primary computing centers

- Corporate Data Engine

- Establish the initial TADB

Benefits

- Taxpayers provided options to
complete account-based tax
transactions (refund and fact of filing
inquiries)

- Timely access to critical refund and
fact of filing information

- Reduces CSR call volume

- Centrally stored and managed
refund and fact of filing data

- Taxpayer Identification and
Authentication and centrally
managed audit controls

Deliverables

- Implement IRIS

- Secure access to IDRS, CFOL,
ACS, AUR, CIDS, and SERP

- Universal Secure Workstations for
access to modernized and legacy
systems

- Integrated telephone &
workstations

Benefits

- CSR access to data from multiple
legacy systems and the new TADB
through a single workstation with a
windowed desktop, improving
Customer Service capabilities

- Improved call transfer capabilities,
integrated with data access

- Centrally managed privacy, security
access, and audit controls

Center capacity

- Centrally managed and
controlled Security Audit
Database

- Post Audit Analysis System

(PAAS)

Benefits

- Timely taxpayer account updates
ensure that the current status is
available within 24 hours compared
to today's 2 - 3 weeks

- Consolidated view of all of a
taxpayer's issues and cases

- Account and case research
capabilities

- Every business transaction is
recorded, tracked, and audited for
authorized IRS employees and
taxpayers utilizing account-based
automated self-service applications

- Corporate Case Processing
including case creation and the
systematic capture of case history

- On-line transition bridge to
dynamically draw data from the
legacy RTF database

- Transition bridge to IDRS from
the TADB

- Additional account-based
automated self-service
applications

- Management Information Systems
(MIS)

Benefits

- On-Line Account Resolution

- Comprehensive taxpayer account
information for "in the moment
response" to taxpayer questions
related to refunds, billings, etc.

- Taxpayers have options to
resolve account questions
through personal contact with an
IRS Customer Service
Representative, the Internet, or the
Automated Voice Response
services

- Corporate case management
database and systems maximize
resource utilization

- Centrally managed MIS data
collection, storage, and reporting

- Improved employee efficiency
through standardized information
presentation on the Universal
Secure Workstation

MAINFRAME CENTRIC

CENTRALIZED DATA
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B. SCOPE OF PHASE I/RELEASE 1

The Phase I/Release 1 Customer Service and Compliance Pilot is partitioned into five
Subreleases as follows:

g

g

g

g

g

Subrelease 1.1 - Primary Telephone Call Routing and M anagement;

Subrelease 1.2 - Enhanced Secondary Telephone Call Routing and M anagement;
Subrelease 1.3 - Infrastructure and Security;

Subrelease 1.4 - Corporate Databases Read Only; and

Subrelease 1.5 - On-line Adjustments.

These Subreleases are summarized in the following subsections. A more detailed
description of the Subreleasesis set forth in Volume Il (for Subrelease 1.1 and 1.2) which
includes the Release Operational Concept Description (CONOPS), Release System
Requirements Specifications (Requirements) and Release Architecture Description
(Engineering), Books 1-3, respectively.

1.

Subrelease 1.1 - Primary Telephone Call Routing and M anagement

Subrelease 1.1 implements centralized primary screening Voice Response Units (VRUS)
for al incoming calls and provides access to modernized non-account Automated Self-
Service Applications (ASSAS).

g National Telephone Infrastructure enhanced with automated screening VRUs
for all general incoming callsto provide:

I ncreased flexibility to manage existing call site resour ces with improved
intelligent national call routing to CSRs and modernized and legacy resources
through primary screening VRUS,

- National Call balancing and load management capabilities,

- Improved operational data and load management data collection and
reporting; and

- Expanded capacity and improved telephone system management.

g Non-Account ASSA implementation introduces twenty-one Internet and
telephone applicationsto provide:
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An increaseto the Internet applications existing today;

Additional flexibility to taxpayersin resolving questions related to Tax Law
and filing information; and

Customer Service resour ce availability and flexibility to focus on more
complex inquiries and issues.

g Standardized Infrastructure Componentsimplement the National
Infrastructure Server to host non-account self-service applications, and
provide:

Standar dized infrastructure services,
National serversfor non-account automated self-service applications,

Reference Database (REFDB) to serve as the repository for Tax Law and
procedura information referenced by these applications; and

Automated self-service applications on national servers are available to
Internet and telephone customers.

2. Subrelease 1.2 - Enhanced Secondary Telephone Call Routing and M anagement

Subrelease 1.2 provides secondary routing of telephone calls and taxpayer-provided
datato Customer Service Representatives (CSRs) and automated self-service
applications for refund and fact-of-filing queries in a secure environment.

g Implement Integrated Call and Data Routing to provide:

I ntegration between moder nized account-based ASSAs and legacy
applications to allow taxpayers to resolve refund queries requiring additional
taxpayer contact; and

Expanded secondary routing of telephone calls and taxpayer -provided
data to use taxpayer entered menu choices to route telephone calls to CSRs
with the correct skills; and to forward taxpayer entered data for use by CSRs
or legacy Telephone Routing Interactive System (TRIS) applications.

g Corporate Data and Expanded ASSA implements taxpayer Internet and
telephone access to account related data and provides:
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Expansion of telephone and Internet automated self-service applications
to include refund and fact-of-filing data access;

TADB hosted on atransitional legacy platform compatible with the target
architecture;

Centralized Data M anagement and access services to support TADB; and
Secur e access to taxpayer tax account data in the TADB (populated with

current year refund and fact-of-filing data) through taxpayer identification and
authentication.

National Infrastructure Server expansion implements auditing and reporting
capabilitiesto provide:

A repository of audit trail data implemented for ASSA and systems
administration; and

I mproved security management reporting.

3. Subrelease 1.3 - Infrastructure and Security

Subrelease 1.3 provides infrastructure and security for employee access to modernized
and legacy datathrough a single universal secure workstation and integrates the
telephone infrastructure and capabilities implemented in the two previous subrel eases.

g

Implement Interim Regional Infrastructure Services (IRIS) at field locations
and enhanced national infrastructure servicesto provide:

Standar dized identification and authentication security;

Employee access contr ols through the Authentication Database (AUTHDB);
and

Expanded audit trail data collection to include legacy access audit
information via secure workstations.

Universal Secure Workstations (USW), supported through the
implementation of IRIS, enable access to moder nized and legacy systems and
provide:

Access to moder nized and legacy systems viaasingle universal secure
workstation with a standardized graphical user interface (GUI); and
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Secur e access to applications and on-line data through IRIS.

Connectivity and Workstation Emulation isimplemented to allow CSR access
to modernized and legacy systemsto provide:

An increase from the current IDRS/Corporate Fileson Line (CFOL)
access to legacy systems (e.g., IDRS, CFOL, AUR, and ACS) required to
resolve most account inquiries,

REFDB access for standard reference materials,

Centralized Inventory Distribution System (CIDS) access for ordering
forms;

Accessto TADB for refund and fact-of-filing inquiries; and

Access to moder nized automated self-service applications.

4. Subrelease 1.4 - Corporate Databases Read Only

Subrelease 1.4 establishes the centralized databases that replace the stovepiped, stand
alone distributed systems of the current environment.

g

Corporate Databases (CCDB, TRDB, TADB) implementation providesthe
foundation for the “data engine” that will enable accessto timely and
accurate data in a secure environment and providesthe:

Corporate Case Database (CCDB) populated with data from legacy systems
(IDRS, AIMS, AUR, ACS, ICS, ASFR and RGS/ERIS) providing a
consolidated view of al taxpayer issues,

Tax Return Database (TRDB) rehosted to modernized platform;

Tax Account Database (TADB) expanded to contain all information on active
individual tax accounts on aread-only basis to support Customer Service and
Compliance activities, populated from the Master File and IDRS Taxpayer
Information File (TIF);

Daily posting of Individual Master File (IMF) datato populate the TADB
with more timely account data; and

Daily CCDB updates from legacy systems.

VII-7



Modernization Blueprint - Regquest for Proposals Volumel - Section VII

Enhanced Cor porate Environment establishes backup and recovery
mechanisms and provides additional capacity to support Subrelease 1.5;

Additional Security Capabilities are made available through the Security
Audit Database (SADB), rolled up from the Regional Audit Database
(RADB), and integrated analysis of audit data provided through the Post Audit
Analysis System (PAAYS);

Transition softwar e isimplemented to maintain synchronization between
authoritative legacy and moder nized cor por ate databases; and

CSRsare provided with the ability to supplement case information with case
notes or case history updates.

5. Subrelease 1.5 - On-Line Adjustments

Subrelease 1.5 is the target for Phase I/Release 1 and fully implements call routing,
telephone infrastructure, security infrastructure, legacy system access and the first three
of five modernized corporate databases.

g

g

Data Directed Routing of telephone callsto groups of CSRs based on
expertise provides:

- Call routing to CSRs through secure automated telephone applications for
taxpayer account and case history;

- Additional automated self-service applications to update taxpayer or case
files, and

- Complete transition of automated self-service applications from the legacy to
the Modernized environment.

Accessto complete individual taxpayer account data, with initial update
capability, isimplemented to resolve complex tax issues through TADB and
CCDB and provides:

- On-line case creation;

- On-linemodificationsto TRDB to reflect adjustments made to individual
returns,

- Individua tax return lineitem adjustments for the Form 1040 (Schedules A,
B, C, D, E, and F), Form 2441, and Form 6251;
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- Integrated application of penalty, interest and module balance
calculations;

- Systematic case history updates and maintenance; and
- Generation of correspondence associated with line item adjustments.

g Synchronization of legacy systemsimplemented through the expansion of the
Transition Bridge, providing near real time synchronization between:

- TADB and IDRS;

- CCDB and the associated case management systems (e.g., IDRS, ACS and
AUR);

- TRDB and IDRS; and

- TRDB and Returns Transaction File (RTF) (when datafrom RTFis
required to dynamically supplement TRDB data from on-line adjustments).

g Centrally managed Management Information System (MI1S) data collection,
storage and reporting isimplemented.
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SECTION VIIl: STRATEGIC TECHNICAL APPROACH

Offerors are requested to develop a Strategic Technical Proposal comprising the following
elements:

» Program Management Approach (PMA);
* Technical Partnering Approach (TPA);
 Technical Approach and Resources Plan (TARP); and
* Contract Management Approach (CMA).
A. Program Management Approach (PMA)

A successful Modernization effort would be predicated, in large part, on the program
management practices applied by the government and its private sector partners. Each
offeror must prepare a comprehensive program management/systems life cycle plan (known
as the Program Management Approach) which reflects the following guiding principles:

g ThePRIME and its Subcontractors Must Provide the Requisite Capabilities and
Capacities.

The PRIME and its subcontractors must provide the capabilities and capacities to
function utilizing defined processes and practices which meet or exceed the Software
Engineering Institute (SEI) Capability Maturity Model (CMM) Level 3 for both
Software Development (SW) and Software Acquisition (SA).

g IRSandthe PRIME Must Manage Competing Priorities.

Once formed, the public/private sector partnership must quickly execute plans to
manage multiple and competing priorities; specifically the need to “get on” with
Modernizing the IRS yet deferring major systems development until the IRS possesses
the requisite capabilities to effectively partner with the private sector.

g IRSandthe PRIME Must Ensure the Continuity and Commitment of the
I ntegration Support Contractor to Provide for the Near-Term Completion of
Process | mprovement Projects and Longer Term Engineering and Ar chitecture
Services.

To ensure continued momentum within the IRS with regard to Modernization, the IRS
must continue process improvement projects during fiscal year 1998 in partnership with
the Integration Support Contractor which has successfully implemented significant
process improvements within the Service. To ensure continuity, effective knowledge
transfer and the availability of systems engineering and technical assistance services,
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the IRS and its PRIME contractor must accommodate the ISC’ s role as defined in the
RFP to ensure the |SC commits appropriate expertise to the long term Modernization.

g ThePRIME must develop strategiesto complement and execute the systemslife
cycle processes and practices currently under development by the IRS and ISC as
described in Section IV, “IRS Process Improvement Projects - In Progress’

A.1(M)" Program Management Approach

The overriding framework for program management is the Systems Life Cycle (refer
to “IRYI1SC and PRIME Roles and Responsibilities’). Elements spanning the
breadth of the Systems Life Cycle (SLC) are asfollows:

g SLC Standards and Palicies;
g Strategic Planning and Budgeting;
g Configuration Management; and

g Performance Management.

In turn, each of the aforementioned SLC elements are applicable to the three (3)
phases of the SLC asfollows:

g Requirements Management appliesto all IRS Information Technology (IT)
investments, including hardware, software, telecommunications needs, systems
requirements and enhancements to the existing systems. The scope of this activity
primarily includes the following:

- Business Needs I dentification and Definition - define business objectives
through concepts of operations, performance measures and associated
evaluation criteria;

- Technical Evaluation - perform atechnical analysis resulting in atechnical
solution based on architecture impact analysis and estimated cost and
development schedules;

- Business Case Development - define the investments in the context of the
Strategic Plan and Budget including cost, benefit and risk analysis and
conformance with ITMRA, GPRA, etc.; and

- Prioritize Business Needs - develop a Chief area specific rank ordering of
business cases.

"NOTE: Mandatory Requirement
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IRS/ISC and PRIME Roles and Responsibilities

) _ Systems
Requirements Investment Decision
Development and
Management Management . .
Operations
Systems Life Cycle,
Standards, Policy, and
Oversight
Strategic Planning and
Budgeting
Program Management IRS/ISC IRS/ISC PRIME **

Change Control and
Configuration Management

Performance
Management
Lead Responsibility
* NOTE: IRS/ISC continuing development of skeleton framework to be applied on an interim basis

** NOTE: IRS/ISC has lead responsibility for Independent Validation & Verification and System Acceptance Testing

VIII-3



Modernization Blueprint - Request for Proposals Volumel - Section VIII

g Investment Decision Management primarily includes an IRS-wide process that
prioritizes technology investments based largely on ITMRA/”Raines Rules” compliant
Business Cases.

- Prioritize Enterprise Needs - prioritize business cases on an agency-wide basis;

- Investment Deter minations - recommend business cases for funding to IRSMB and
OMB; and

- Post Investment Update - anayze investment impacts and update programmeatic
baselines accordingly.

g SystemsDevelopment and Operations M anagement - defines the processes and
practices for delivering technology investments. The scope of this activity is governed
by standardized repeatable processes and controls, including:

Systems milestone reviews to certify requirements, design and sequencing plans;

Detailed requirements and system design and coding;

Unit, integration and systems acceptance testing; and

- Procedure development, training, pilot and deployment.
g Program Management Attributes

The organizational units (e.g., Government Program Management Office), the processes
and practices, the technical and management expertise, the automated tools and the
requisite program and project management systems comprise the attributes of a program
management function.

g Building the Program Management Capabilities and Capacities

Throughout fiscal year 1998 the IRS intends to continue the aready initiated process
improvement projects described in RFP Section IV which embody the program
infrastructure that is a prerequisite to Modernization. At the same time, however, the
IRS must avoid completing the development of the SLC without considering the
program management/SL C approaches employed by the PRIME offerors. To mitigate
risk, the IRS has adopted the SLC military standard 498 which is common to both
government and industry.

Nevertheless, while the IRS must continue SLC development, it is essential to ensure
that such efforts complement the program management/SL C capabilities to be deployed
by the PRIME instead of developing capabilities that would become “throwaway” with
the advent of the PRIME contractor.
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Accordingly, given the Service' s proposed assignment of ongoing roles and
responsibilities, as set forth in Section VI111-B, “Technica Partnering Approach,” in
which the IRS/ISC focus on Requirements Management and Investment Decision
Management, the following strategy is proposed:

- ThelRSand ISC would develop the SLC for both Requirements M anagement
and I nvestment Decision M anagement;

- The PRIME would develop the SLC for Systems Development and Oper ations
Management (SDOM) as well as selected elements of Requirements Management
(e.g., Business Process Reengineering Approaches, application of COTS products,
commercia expertise) and Investment Decision Management (e.g., business case
modeling).

- The PRIME would integr ate the Requirements Management, Investment Decision
Management and the Systems Development and Operations Management elements of
the SL.C and through this framework deploy the program management policies,
practices and processes.

A.11 Proposal for the Systems Development and Oper ations M anagement
(SDOM) Element.

The offeror must include:
A.11.1 SLC Scope and Components including the requisite organizationa units,
processes, practices, reporting systems and the proprietary capabilities
(e.g., automated tools) as well as the manner in which the capabilities
would be adapted to the IRS environment, including an assessment and
description of the customized capabilities that would need to be developed.

A.11.2 Work Breakdown Structureto Develop the SDOM component of the
SLC in the IRS environment.

A.1.1.3 Schedulefor Development to include the:
g Ciritica path and elapsed time;
g Assumptions employed to develop the schedule; and
g Schedulerisk anaysis.

A.1.1.4 Resourcesrequired for development including:

g |dentification of key project management and staff;
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g Project organization plan; and
g [IRSand/or ISC resources.

A.12 Proposal for the Integration and Preparedness for Deployment of the
IRS/ISC Program Management/SL C elements (i.e., Requirements
Management and Investment Decision Management) with the offeror’s
Systems Development and Oper ations M anagement Element.

The offeror must propose the plan by which the program management/SLC
elements are integrated and prepared for deployment in asingle fully
rationalized framework as a precondition to M odernization.

Further, the offeror must “pilot” the program management/SLC capabilitiesin
conjunction with the development and piloting of the Phase I/Release 1
Customer Service and Compliance Pilot described in Section X.

A.121 The offeror must evaluate the IRS/1SC Requirements M anagement
and Investment Decision M anagement development efforts with the
aim of enhancing and integrating these elements with the offeror’s SDOM
element.

A.1.22 Proposal for the Integration of the Requirements M anagement,
Investment Decision Management and Systems Development and
Operations M anagement elementsto comprisethe Integrated Systems
Life Cycle and Program Management Approach (SLC/PMA).

Elements of the proposal must include:

g Detailed proposal for the required organizational units, processes,
practices, reporting systems, proprietary capabilities (e.g., automated
tools) and other required components that would comprise the
Program Management Approach;

g Integration Approach which minimizes “throw away” work,
accelerates integration and facilitates deployment;

g Work Breakdown Structureto develop and prepare for
deployment of the integrated SLC/PMA,;

g Schedulefor Development and Preparednessfor Deployment of
the Integrated SLC to include:

- Critical Path and Elapsed Time;
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- Assumptions Employed to Develop the Schedule; and
- Schedule Risk Andlysis.
g Resource Requirementsincluding:

- Project Organization Plan;

- ldentification of Key Project Management and Staff; and

- IRSand/or ISC Resources Required.

A.2(M) CMM Softwar e Development and Softwar e Acquisition Proposal
The offeror must submit documentation which demonstrates its software
development capabilities as well as that of its subcontractors. Further, the offeror
must submit documentation which demonstrates both its compliance with Software
Acquisition standards and that of any proposed managing subcontractor s in which
the latter are defined as entities having responsibilities which are governed by the
SEI/CMM/SA standards. Either principal partners or subcontractors could be
designated as managing subcontractors.
Compliance guidelines are as follows:
A21 Software Capability Maturity Model (SW)
A211 Requirements

g PRIME

- The PRIME contractor will perform at CMM Level 3 Software
Capability Maturity Model (SW-CMM).

g Subcontractors
- Tothe extent the PRIME employs subcontractors, the PRIME is
responsible for ensuring the subcontractors perform at the CMM
Level 3 capability.
A21.2 Validation
g PRIME
The PRIME contractor must be approved through independent

software capability evaluation (SCE) as an SW-CMM Level 3
organization no later than the submission of its PRIME proposal.
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g Subcontractors

If the subcontractor will be using the PRIME’ s tools and
processes, the PRIME must have an independent CMM Level 3
SCE reflecting this environment. After task award and at the
discretion of the IRS, the PRIME will be requested to have an
independent Level 3 SCE performed and validated on the project.

If the subcontractor will be using their own tools and processes,
the subcontractor organization must have an independently
performed Level 3 SCE that is validated by the PRIME.

A.2.1.3 Initial PRIME Validation Process

g PRIME Vdlidation

The PRIME contractor must submit final findings SCE report(s)
for itself and, as applicable, for its subcontractors.

»  SCE(s) must be dated no earlier than September 1, 1996.

» Evauations must be performed by qualified, independent and
experienced evaluators who have performed a minimum of 2
previous SCE’s.

»  Theevauation process must comply with the Software
Engineering Ingtitute (SEI) SCE methodology version 3.0.

- Atleast 3 projects must be evaluated; and

- The staffing of the projects selected must, in the
aggregate, exceed 20 percent of the total personnel
comprising the PRIME'’ s business unit(s) and/or site(s)
that would be responsible for Modernization software
development.

An organizational chart must be submitted detailing the size and
structure of the organization as well as the size and location of
SCE projects within that organization;

An ongite interview schedule detailing names, roles and

organizational affiliations of individuals interviewed must be
submitted; and
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g

Names and titles of responsible managers, address, phone number,
organizational affiliation and credentials of the external evaluation
team must be submitted.

IRS Verification of “Initia” PRIME Validation

IRS will verify the SCE data within five days of receipt.

A letter will be sent to the PRIME offeror regarding verification
results, including deficiencies, if any.

Updated SCE data may be submitted by the PRIME to address
deficiencies.

A214 Periodic PRIME Validation and IRS Verification

g

PRIME Validation

At 18 month intervals, or at the discretion of the IRS, the PRIME
contractor must submit one or more fina findings SCE report(s)
for itself and, as applicable, for its subcontractors.

The evauation results must clearly demonstrate that al IRS
software tasking for Modernization is being monitored and is
maintaining Level 3 capability.

IRS Verification

IRS will verify the SCE data.

A letter will be sent to the PRIME contractor regarding
verification results, including deficiencies, if any.

Updated SCE data must be submitted by the PRIME to address
deficiencies:

+ Deficiencies must be addressed within 6 months of notification
from the IRS; and

* Persistent deficiencies in SCE data may impact future tasking
or contractor payments.

At its discretion, the IRS may require one or more SCE'’s.
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g PRIME Validation of Subcontractor Capabilities

The PRIME must provide an independent validation that ensures each
subcontractor performs at aCMM Level 3 capability as a condition of
the subcontractor’ s participation with Modernization.

- If the subcontractor will be using the PRIME’ s tools and
processes, the PRIME must have an independent Level 3 SCE
performed that demonstrates subcontractor participation on
projects evaluated during the SCE.

- If the subcontractor will be using their own tools and processes,
the subcontractor organization must have an independently
performed Level 3 SCE that is validated by the PRIME.

A22 Software Acquisition Capability Maturity Model (SA)

The offeror is required to be compliant with the Software Acquisition
Capability Maturity Model (SA) standards which govern both program
management and contract management.

The IRS requires that the offeror provide a Software Capability Evaluation
(SCE) for Software Acquisition (SA) that assures, in conjunction with arisk
mitigation plan (as appropriate), that the offeror would achieve relevant CMM
Level 3 capabilitiesfor SA prior to commencing Modernization.

The program management functions governed by these standards are as
follows:

g

g

Requirements Development and Management;

Development of Statements of Work;

Evaluation of Product and Services,

Transition of Products to Software Support Organization:
Project Management;

Software Acquisition Planning and Budget Schedule Estimation;
Process Definition and Maintenance;

Training; and
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g Project Performance Management.

The guidelines for compliance are as follows:

A22.1 Requirements

g PRIME

The PRIME contractor will perform at CMM level 3 for Software
Acquisition Capability Maturity Model (SA-CMM).

g Managing Subcontractors

To the extent the PRIME employs subcontractors, which, in turn,
manage other subcontractors, the PRIME is responsible for
ensuring that the “managing subcontractors’ perform at the CMM
Level 3 capability.

A222 Validation

g PRIME

At Proposa submission, offerors must submit an independently
performed Software Capability Evaluation (SCE) demonstrating,
at aminimum, substantial compliance with the relevant SA-CMM
Level 3 Key Process Areas.

“Substantial Compliance” is a measure that would be used by the
IRS in evaluating the SCE and risk mitigation plan (if appropriate)
to assess the offerors capability to attain relevant SA CMM Level
3 compliance as required for specific Modernization task orders.

An offeror which is not fully compliant must submit, with its
Proposal, arisk mitigation plan.

If the IRS concludes that the risk mitigation plan would result in
SA-CMM Leve 3 capability on or before the anticipated
commencement of Modernization, the offeror will receive a
conditional approval for purposes of completing the evaluation of
proposals.

Prior to commencing the M oder nization, however, the
PRIME must possess SA-CMM Level 3 capabilities. To
ensure compliance, the IRS at its discretion, may require the
PRIME to obtain an independent SCE.
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g Managing Subcontractors

- The managing subcontractor must have an independently
performed Level 3 SCE that is vaidated by the PRIME prior to
the managing subcontractor’ s participation in Modernization.

A.223 Initial PRIME Validation Process
g PRIME Validation

- The PRIME contractor must submit final findings SCE report(s)
for itself and, as applicable, for its managing subcontractors.

»  Evauations must be performed by qualified, independent and
experienced evaluators.

Given the limited number of SA-CMM experienced
evaluators, the evaluation team(s) may be comprised primarily
of SW-CMM quadlified, independent and experienced
evaluators, provided that each team includes at |east one SA-
CMM qualified, independent and experienced evaluator.

*  Theevauation process must comply with the Software
Engineering Ingtitute (SEI) SCE methodology version 3.0.

* Anorganizationa chart must be submitted detailing size and
structure of the organization as well as the size and location of
SCE projects within that organization.

* Anonsteinterview schedule detailing names, roles and
organizational affiliations of individuals interviewed must be
submitted.

* Names, and titles of responsible managers, address, phone
number, organizational affiliation and credentias of the
external evaluation team must be submitted.

- If the SCE report for the SA-CMM does not show complete
compliance with Level 3, the PRIME must submit with its
proposal arisk mitigation plan.

* The plan must provide for the ability to achieve Level 3 on or
before commencement of Modernization.
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g

*  The plan must demonstrate use of resources consistent with
the risk mitigation objectives.

*  The plan must identify milestones that will be used to measure
and verify progress.

IRS Verification of “Initia” PRIME Validation

IRS will verify the SCE data within five days of receipt.

A letter will be sent to the PRIME contractor regarding
verification results, including deficiencies, if any.

Updated SCE data may be submitted by the PRIME to address
deficiencies.

A224 Periodic PRIME Validation and IRS Verification

g

PRIME Validation

After Level 3 compliance has been verified, at 18 month intervals
or at the discretion of the IRS, the PRIME contractor must submit
one or more final findings SCE reports for itself and, as applicable,
for its managing subcontractors.

The evauation results must clearly demonstrate that al IRS
software acquisition tasking for Modernization is being monitored
and is being performed at aCMM Leve 3.

IRS Verification

IRS will verify the SCE data.

A letter will be sent to the PRIME contractor regarding
verification results, including deficiencies, if any.

Updated SCE data must be submitted by the PRIME to address
deficiencies.

* Deficiencies must be addressed within six months of
notification from the IRS.

» Persistent deficiencies in SCE data may impact future tasking
or contractor payments.

At its discretion, the IRS may require one or more SCE's.
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A.3(M) Past Performance Proposal

The offeror must include a description of the manner in which past performance
would be applied to demonstrate:

g Previously proven approaches proposed herein have been successfully applied in
comparable or near comparable engagements,

g Previously proven capabilities proposed herein have been successfully applied in
comparable or near comparable engagements; and

g Key technical and management personnel who participated in the
aforementioned engagements are proposed herein.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

A31(M) Primary Past Performance

The PRIME offeror must provide past performance data which reflects the
proposed roles and responsibilities of the PRIME team members.

Provide documentation embodying the attributes described above
including approaches, capabilities and key technical and management
personnel.

A32(M) Secondary Past Performance

To assess the depth of the PRIME offeror team, the proposal must identify
one or more principal partnersthat could provide these PRIME
services as an aternative to the “primary” PRIME configuration.

Provide documentation from one or more principal partners embodying
the attributes described above.

B. Technical Partnering Approach (TPA)

g Technical Partnering Approach (TPA). Section VIII setsforth expectations and
guiding principles concerning the roles and responsibilities of the Department of the
Treasury, IRS, the Integration Support Contract (ISC) which shall serve asthe
government’ s Systems Engineering and Technical Assistance (SETA) contractor, the
Federally Funded Research and Development Center (FFRDC) and the PRIME.

Partnering also extends to critical stakeholders including, but not limited to Congress,
the Office of Management and Budget and the National Treasury Employees Union.
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Guiding principlesinclude the following:

g

IRS and the PRIME Must Ensure the Continuity and Commitment of the

I ntegration Support Contractor to Provide for the Near-Term Completion of
Process | mprovement Projects and Longer Term Engineering and Ar chitecture
Services.

To ensure continued momentum within the IRS with regard to Modernization, the IRS
must continue process improvement projects during fiscal year 1998 in partnership with
the Integration Support Contractor which has successfully implemented significant
process improvements with the Service. To ensure continuity, effective knowledge
transfer and the availability of systems engineering and technical assistance services, the
IRS and its PRIME contractor must accommodate the ISC role as defined in the RFP
to ensure the ISC commits appropriate expertise to the long term Modernization.

IRS Must Complete the Acquisition of a Federally Funded Resear ch and
Development Center

Notwithstanding the expertise and commitment of the ISC to Modernization, the IRS
must compl ete the competitive acquisition of a Federally Funded Research and
Development Center to provide strategic consulting and selected Independent
Verification and Validation Services that would complement the roles of the IRS, the
ISC and the PRIME.

Overdll, theroles and responsibilities of the principal stakeholders are as follows:

g Executive Direction. The following summarizes the roles and responsibilities of the

principal entities providing executive direction:

- Thelnternal Revenue Service's Management Board (IRSM B) chaired by the
Deputy Secretary of the Treasury, will provide oversight to the Modernization
Program.

- ThelRS Modernization Steering Committee (M SC), to be chaired by the IRS
Commissioner and to include senior executives from Treasury, the IRS Deputy
Commissioner, the IRS business General Managers, the IRS Chief Inspector, the
IRS Chief Financia Officer, the IRS Chief for Management and Administration, the
President of NTEU and the IRS Associate Commissioner for Modernization/Chief
Information Officer (ACM/CIO) will provide strategic direction and guidance to
the Modernization program.

- ThelRSInvestment Review Board (IRB), chared by the Deputy Commissioner
and to include senior Treasury officials (e.g., Deputy Assistant Secretary for
Information Systems and Chief Information Officer), IRS Chiefs and the executive
leadership of the PRIME and FFRDC will review technology investment decisions
and make recommendations to the IRSMB.
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g Public/Private Sector Partnering. IRS would provide lead program management and
proposes the following overal definition of responsibilities aimed at tasking that
leverages the knowledge and expertise of the parties while creating the necessary
“checks and balances’ to ensure effective solutions. Further, the proposed partitioning
of responsibilities enables performance based contracting insofar as
contractor/government interdependencies are clearly defined.

- ThelRYISC/FFRDC “Jumpstart” group, an assemblage of IRS, ISC and FFRDC
lead engineers and architects, would be enlarged to include the PRIME and
continue to both provide overall strategic direction and evolve the Modernization
Architecture and Sequencing Plan.

- IRStogether with the ISC, the FFRDC and the PRIME would assume
responsibility for devel oping business requirements.

- The PRIME would assume |lead responsibility for validating the business
requirements, undertaking business process reengineering efforts, developing
aternative engineering solutions, preparing business cases as well as developing,
integrating, testing and deploying the modernized systems together with business
user training and other support functions.

- ThelRS, the ISC and the FFRDC would a so enforce the Systems Life Cycle
processes (e.g., validate business cases, review and approve the PRIME’s
deliverables), manage the systems acceptance testing function and provide
Independent Verification and Validation Services.

B.1(M) Technical Partnering Approach Proposal
The Technical Partnering Approach must include a comparison of the offeror’s
proposal with the guiding principles and the roles and responsibilities set forth
herein. The offeror must identify any differences between its proposal and the IRS
guiding principles and roles and responsibilities set forth herein. The proposal must
also consider the following objectives and environmental considerations:
g Minimize Partnership start-up delays,
g Partner with the IRS and affected stakeholders at various levels, and

g Partner with the IRS organization rated at CMM Level 1, with respect to both
Software Development (SW) and Software Acquisition (SA).

B.2(M) Past Performance Proposal

The offeror must include a description of the manner in which past performance
would be applied to demonstrate:
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g Previoudy proven approaches proposed herein have been successfully applied
in comparable or near comparable engagements,

g Previoudy proven capabilities proposed herein have been successfully applied
in comparable or near comparable engagements; and

g Key technical and management personnel who participated in the
aforementioned engagements are proposed herein.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

B.2.1(M) Primary Past Performance

B.2.2(M)

The PRIME offeror must provide past performance data which reflects
the proposed roles and responsibilities of the PRIM E team members.

Provide documentation embodying the attributes described above
including approaches, capabilities and key technical and management
personnel.

Secondary Past Performance
To assess the depth of the PRIME offeror team, the proposal must
identify one or more principal partnersthat could provide these

PRIME services as an aternative to the “primary” PRIME configuration.

Provide documentation from one or more principal partners embodying
the attributes described above.

C. Technical Approach and Resource Proposal (TARP)

Once the partnership is defined with respect to programmeatic roles and responsibilities, the
Technical Approach would set forth the strategic plan for Modernization as well as the
specialized resources needed to bring the Modernization to fruition. Guiding principles

are asfollows;

g Public/Private Sector Partnership. A fundamental principle of the PRIME
acquisition entails the partnering of the private and public sectors to jointly develop
engineering solutions that would enable Modernization. Accordingly, while the offeror
must propose conceptual approaches for the overall Modernization in accordance with
the following principles, it should be noted that the proposed concepts would not be
binding, but instead, serve as points of departure to continue the devolution of the
M odernization Blueprint pursuant to the formation of the partnership.
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g Competing Priorities. It isessentia for the offeror to develop a strategic approach for
managing multiple competing priorities, specifically the need to “get on” with
Modernization yet deferring major systems development until the IRS possesses the
requisite capabilities to partner with the private sector.

g Paralld Development. The offeror should present an analysis, recommendations and a
plan concerning the feasibility of proceeding with the development of the
Modernization Blueprint “data engine,” commencing with the “ Customer Service and
Compliance Pilot,” while ssimultaneously undertaking the requisite and related business
process reengineering efforts. Similarly, the offeror should address the feasibility and
risks of multitasking development (e.g., Smultaneous application and infrastructure
development).

g Incremental Modernization. Modernization is dependent on migrating from today’s
legacy environment to the target architecture which suggests significant data
management issues including, but not limited to, data administration, data conversion,
data synchronization and performance testing. Additionally, incremental modernization
requires abusiness end user perspective insofar as the migration must be implemented
in amanner that minimizes program disruption and facilitates business acceptance
through innovative management strategies that would include rigorous end user
procedures and training.

g Specialized Technical Resources. The unprecedented size and complexity of
Modernization requires extraordinary resources to provide focused specialized
expertise with respect to critical technical functions including data modeling,
performance simulation and modeling, data conversion as well as research and
development laboratory capabilities.

g Modernization would be driven by the application of commer cial best practices.
Accordingly, it is expected that the PRIME would propose extensive commercia sector
consulting capabilities insofar as the IRS principal business enterprises are analogous to
avariety of private sector business operations.

Given the guiding principles, the offeror must develop the following proposals related to
Technical Approach and Resources:

C.1(M) Technical Approach Proposal.

The offeror must develop a proposal which “bringsit all together” by proposing the
manner in which the offeror’s Program Management Approach (PMA), Technica
Partnering Approach (TPA) and both Specialized Technical and Commercia
Resource Proposals would be invoked to enable Modernization, given the context
for Modernization (described in RFP Sections |1 through 1V) and the
Modernization Blueprint described in RFP Section V and VI1I.

Elements of the Proposal must include, but not be limited to the following:
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Cl1

Strategy for Effectuating the M odernization. The offeror must
propose technical strategies and concepts that demonstrate an
understanding of the Moder nization Blueprint and the context for
Modernization. The proposal must include, but not be limited to a
consideration of the following:

g

M oder nization of the IRS would be driven by the business
reor ganization, the application of commercial best practices and
enabled by modernized systems to be developed within the
architectural framework of the Modernization Blueprint.

Defining the Business and Engineering alter natives and/or
appr oaches including the application of proven business process
reengineering strategies and approaches which reflect the
organizationa modernization outlined in Commissioner Rossotti’s
January 28, 1998, testimony before the Senate Finance Committee
(refer to Section V1, “Organizational Modernization”);

Developing the M oder nization Data Engine and transition bridges;

I nfrastructur e including the partitioning of the infrastructure at the
corporate, regiona and end user levels, the phased development and
rollout of the infrastructure, enterprise-wide requirements,
performance requirements and security requirements,

Applications including the appropriate application of COTS products
and custom software and the partitioning of applications corporately,
regionally, and locally to achieve the enterprise-wide Modernization
objectives,

M oder nization Development Strategy to reflect competing
priorities as well asthe commitment to | ncremental M oder nization
and to Parallel Development that would enable highly coordinated
multi-tasking in a dynamic technology and operations environment
(e.g., legacy systems changes, technology initiatives in progress);

Comprehensive I ntegration, Testing and Deployment Strategy to
ensure the functionality, performance and applicability of the
modernized technologies; and

Organizational Development Strategy to both engage and energize
the workforce as well as mitigate any adverse workforce impacts that
could result from Modernization. In addition to considering
organizational changes, it would be essential to identify future needed
job competencies stemming from Modernization and to develop
strategies enabling the workforce to evolve the necessary
competencies to successfully perform in the future Modernized IRS.
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Cl2

Application of Specialized Technical and Commercial Resour ces.
The offeror’ s proposal must enableit’s specialized technical and
commercial resources to partner with the IRS (Technical Partnering
Approach) to implement the Strategies for Effectuating the

M oder nization.

C.2(M) Specialized Technical Resour ces Proposal.

The offeror must propose a team of extraordinarily qualified executive and senior
management and technical key personnel.

cz21

Technical Resour ce Performance I ndicators

Given the requirement that the PRIME must provide at least CMM Level
3 capabilities, the offeror must propose personnel with capabilities that
equal or exceed performance levels of the 751 per centile that are
programmed into the COnstructive COst MOdel 11 (COCOMO) software
estimation model and applied to the Phase I/Release 1 Customer Service
and Compliance Pilot as follows:

g Anays Capability;

g Applications Expertise;

g Programmer Capability;

g Platform Experience;

g Language and Tool Experience;
g Personne Continuity; and

g Useof Software Tools.

Given that the IRS intends to program these performance levels into all
subsequent M odernization business cases, the offeror must propose
resources for the duration of M oder nization which would either attain
or exceed the performance levels described above including strategies to
ensure continuity for key management and staff positions. Alternatively,
the offeror may propose mitigation strategies that would enable the IRS to
be assured of comparable performance. However, proposing such an
alternative would likely adversely impact the evaluation of the offeror’s
Specialized Technical Resources Proposal.
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C.2.2 Breadth of Technical Resour ces

The offeror must propose, at a minimum, qualified and experienced
management and staff for the following technical specialties ensuring the
precise mapping of the applicable management and/or staff to each area of
expertise. Specific Management and staff may be proposed for one or
more areas of expertise.

Expertise Definition

Acceptance Testing Support Acceptance Testing Support

g Provide Systems Acceptance Testing (SAT) technical support
g Develop software and hardware problem resolutions

g Provide problem management and tracking capabilities

g Provide configuration management capabilities

Architecture Engineering Architecture Engineering
g Provide configuration management capabilities
Bench marking Bench marking
g ManageaTechnicd Laboratory
g Develop and prototype design alternatives
g Demongtrate feasibility of proposed changes
g Test new and/or upgraded COTS hardware and software
g Test and measure new hardware and software configurations
g Perform stress and sensitivity tests
Business Case Devel opment Business Case Devel opment
Business Process Reengineering Business Process Reengineering
Change Control Management Change Control Management
Configuration Management Configuration Management
Data Network Design Data Network Design
g Design host-to-host communications solutions
g Designinter-host communications solutions
g Design Internet connectivity solutions
g Design Intranet solutions
g Design voice network solutions
g Integrate voice and data solutions
g Provide configuration management capabilities
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Expertise Definition
Database Management Database Management
g Database Administration
-  Establish and manage a practical data repository
- Implement practical change control processes
g DataModeling
-  Create and manage logical data and physical database models
- Communicate, in business terms, the tradeoffs of alternative
database designs
g Database Implementation
- Implement very large business databases
- Load, update, backup, recover, reorganize, and validate very large
databases while maximizing availability to end users’.
- Manage schemas which support primary databases and backup
databases located at different computing centers
- Manage schemas and databases through the life cycle and across
multiple environments, including application devel opment,
integration, systems acceptance testing, pilot, and production
g Database System Administration
- Protect Taxpayer privacy
- Measure database performance and correct conditions which
adversely affect performance
-  Generate management information from the database
- Implement mechanismsto ensure that only valid datais stored on
the databases
- Monitor modernized databases
- Maintain referentia integrity
- ldentify potential dataintegrity issues
- Provide continuous availability to all users during core hours of
operation
- Implement enterprise wide backup, recovery, and reorganization
strategies and solutions
g DataConversion
- Analyze and assess legacy databases and flat files that will be used
as the source to popul ate target databases
-  Clean, condition, and convert data from legacy databases and files
- Build rules-based automated conversion mechanisms
- Build programs to synchronize information from the legacy
systems with the modernized databases during transition
g Provide configuration management capabilities
End User Support End User Support
g Deveop, publish, and deploy system procedures
g Deveop, test, and deploy systemstraining
g Tranl|RStrainers

Facility Design and Construction

Facility Design and Construction

9
9

Provide configuration management capabilities
Provide planning capabilities related to facility design and construction,
site preparation, fit-up and operations and maintenance.
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Expertise Definition
Hardware/Software Acquisition Hardware/Software Acquisition
g Develop and implement hardware and software acquisition methods
g Managethe acquisition of hardware and COT S software products
Integration Testing Integration Testing

Develop Integration Test plans and schedules

Perform Integration Testing

Provide problem management and tracking capabilities
Provide Integration Test management reporting capabilities
Provide configuration management capabilities

QQQQQ@

Nationwide Hardware/Software I nstallation

Nationwide Hardware/Software Installation
g Provide configuration management capabilities

Performance Engineering

Performance Engineering
g Apply standard and generally modeling principles and methods

-  Predict system performance
- ldentify system bottlenecks
- Predict the utilization of individual system resources
- Predict the throughput of individual system components
- Predict the throughput across the architecture
- Evauate design dternatives
- Edtimatethe size of individual system components
- Allocate performance requirements to individual components

Release Management

Release Management
g Provide data conversion management capabilities
g Provide configuration management capabilities

Software Maintenance and Support

Software Maintenance and Support
g Provide configuration management capabilities

Software/Hardware I ntegration

Software/Hardware I ntegration
g Integrate hardware, COTS software, and devel oped software
g Provide configuration management capabilities

Systems Design Systems Design
g Produce functiona designsin accordance with the System Life Cycle
g Producetechnical designsin accordance with the System Life Cycle
Systems Devel opment Systems Devel opment
g Provide business specidists (e.g., Customer Service) to support
specific development activities
g Develop systems on the following platforms:
- Mainframe
-  Desktop/Laptop (Client) including GUI-based screen presentation
-  Server
-  Telephone
- Internet
- Trangtion (eg., legacy)
- Image
g Rehost legacy systems
g Anayzelegacy programs (including ALC and 3™ generation
languages) to extract and re-host business logic
g Utilize message and transaction based methods
g Provide configuration management capabilities
Systems Operation and Support Systems Operation and Support

g Provide configuration management capabilities
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Expertise

Definition

Technica Project Management Technica Project Management

Technical Publishing

Technical Publishing
g Provide configuration management capabilities

Technology Refresh Management Technology Refresh Management

Technology Sequencing

Technology Sequencing
g Provide configuration management capabilities

C.3(M) Specialized Commer cial Resour ces Proposal and Associated Past Performance

g The offeror must propose extensive commercia sector consulting capabilities
insofar as the IRS principal business enterprises are analogous to a variety of
private sector business operations including, but not limited to the:

Management of call sites;

Customer service programs;

Large scale data capture operations,
Accounting;

Financial Reporting;

Delinquent debt collections; and

Auditing.

The offeror must include the following elements in the proposal:

(ORCN

C3.2

I dentify at least three compar able and/or analogous commer cial

oper ations and deployed systems and describe the manner in which the
business strategies, systems and/or process improvements gener ated
measur able improvementsin large private sector organizations
providing services to the public (e.g., utilities) that could be adapted to
analogous IRS operations. To the extent practicable, define the
anticipated benefitsto the IRS.

I dentify specific proven potentially adaptable capabilities including but
not limited to the following:

g Business Strategies and commercial best practices that would
benefit IRS operations,
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C33

C34

g Commercial off-the-shelf (COTS) computer hardware, middleware
and/or software; and

g Businessprocesses and commercial best practices developed
through business process reengineering efforts.

Propose the specific manner in which these capabilities would be
adapted to the | RS operations and the benefits of such adaptations,
preferably in quantifiable terms.

Propose a Commer cial Consulting Team with proven past performance
in delivering these aforementioned capabilities in the private and/or public
sector, including detailed descriptions of roles and responsibilities of the
team with respect to analogous past performance in the commercia sector
and the quantifiable outcomes derived from the private and/or public
sector engagements. Further, describe the attributes of the team members
and plans for ensuring continuity for key management and staff positions
that would enable the IRS to conclude that the team could successfully
deploy commercial capabilitiesin the IRS environment.*

*NOTE: Whileit is anticipated that the IRSwill require a management consultant to assist
with the analysis of the Organizational Modernization concept, it is anticipated that the
PRIME will have responsibility for business process reengineering activities.

C.4(M) Past Performance Proposal*

The offeror must include a description of the manner in which past performance
would be applied to demonstrate:

g

Previoudly proven approaches proposed herein have been successfully applied

in comparable or near comparable engagements,

Previoudly proven capabilities proposed herein have been successfully applied
in comparable or near comparable engagements; and

Key technical and management per sonnel from the units which participated
in the aforementioned engagements are proposed herein.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

C.4.1(M) Primary Past Performance

The PRIME offeror must provide past performance data which reflects the
proposed roles and responsibilities of the PRIME team members.
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Provide documentation embodying the attributes described above
including approaches, capabilities and key technical and management
personnel.

C.4.2(M) Secondary Past Performance
To assess the depth of the PRIME offeror team, the proposal must
identify one or more principal partnersthat could provide these
PRIME services as an aternative to the “primary” PRIME configuration.

Provide documentation from one or more principal partners embodying
the attributes described above.

*NOTE: Appliesonly to Technical Approach (C.1) and Specialized Technical Resource Proposal
(C.2)

D. Contract Management Approach (CMA). After establishing the “cradle to grave”
program management approach, creating the partnership and formulating the technical
approach and resources plan, the offeror must propose a contract management approach
which focuses on managing the tasking processes for multiple suppliers detailed to a
number of pardlel initiatives. Guiding principlesinclude:

g Compliance with the defined processes and practices set forth in the SEI CMM Level 3
Software Acquisition (SA) standards; and

g Checks and balances that define government and contractor responsibilities.

D.1(M) CMM /Software Acquisition Proposal
The Contract Management functions governed by these standards are as follows:
g Contract tracking and oversight;
g RFP development;

Contract performance management;

Acquisition risk management;

Q Q@ «

Software Acquisition Planning; and
g Acquisition strategy.

The guidelines for compliance are identical with the guidelines set forth in Section
VI, A2
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D.2(M) Contractor Management Plan Proposal.

While Section 1X, “Strategic Business Proposal” defines the requirements for the
offeror to propose appropriate contract vehicles (Business Partnering Approach)
for various aspects of the Modernization as well as the strategies for acquiring
subcontracting services (Post Award Cost Competition and Performance
Approach) the Contractor Management Plan must describe the administrative
elements of the contracting process including, but not limited to:

D.21

D.2.2

D.2.3

Contract Management Organization Plan including the proposed
interfacing with applicable IRS organizationa units (e.g., Government
Program Management Office (GPMO), Contracting Officer).

Contract Management Resour ce Plan setting forth the staffing plan and
identifying the key management personnel.

Contract Management Policy, Process and Procedur e Plan to ensure
adherence to the laws, rules and regulations governing contract
management (refer to Section VI11-D.1) and the applicable standards for
operations (refer to Section V1I11-D.2).

D.3(M) Past Performance Proposal

The offeror must include a description of the manner in which past performance
would be applied to demonstrate:

g Previoudy proven approaches proposed herein have been successfully applied
in comparable or near comparable engagements,

g Previoudy proven capabilities proposed herein have been successfully applied
in comparable or near comparable engagements; and

g Key technical and management personnel who participated in the
aforementioned engagements are proposed herein.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

D.3.1(M) Primary Past Performance

The PRIME offeror must provide past performance data which reflects
the proposed roles and responsibilities of the PRIM E team members.

Provide documentation embodying the attributes described above

including approaches, capabilities and key technical and management
personnel.
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D.3.2(M) Secondary Past Performance
To assess the depth of the PRIME offeror team, the proposal must
identify one or more principal partnersthat could provide these
PRIME services as an aternative to the “primary” PRIME configuration.

Provide documentation from one or more principal partners embodying
the attributes described above.

D.4(M) Responsiveness and Responsibility of the Offeror and Principal Partners
Each offeror must disclose all pending legal actions and/or issues that would or

could impact on the Service's assessment of the responsiveness and responsibility
of the offeror and its principal partner(s).

VI1II1-28



SECTION I X PROPOSAL:

STRATEGIC BUSINESS APPROACH




Modernization Blueprint - Request for Proposals Volumel - Section | X

SECTION IX: STRATEGIC BUSINESS PROPOSAL

Offerors must develop a Business Proposal comprising the following elements:

* Business Partnering Approach (BPA);

» Modernization Funding Plan (MFP);

» Small Business Subcontracting Approach (SBS);

* Response to Proposed Government Terms and Conditions (GTC); and

 Business Proposal for the Program Management Approach (BPPM).

The Proposal must adhere to the following guiding principles:

g

The Competitive Acquisition of the PRIME Must Be Based to Some Extent on
Contractor “ Solutions” but to a Greater Extent on Contractor “ Capabilities’.

IRS is unable to prepare detailed systems specifications for the massive M odernization
effort that would enable a traditional “solutions’ based procurement (i.e., a competitive
acquisition culminating in afixed price proposa and based on the evaluation of Technical
and Cost Proposals to devel op and implement a system predicated on detailed government
specifications). Thus, while the procurement strategy must be predicated to some extent,
on a“solutions’ based competition, to afar greater extent, the acquisition must be based on
the “ capabilities’ of the private sector to successfully apply the necessary resources and
processes to address the unique needs and limitations of the IRS;

The Government Must Be Assured of Post Contract Award Best Value Solutions.

While the IRS seeks to enter into along term contractual partnership with the private sector
(e.g., fifteen years) through the competitive acquisition of a PRIME, the government must
be assured that the contract would provide for the development of “best value” solutions for
the duration of what islikely to be a multi-billion dollar contract extending into the next
millennium; and

Contracting VehiclesMust Provide for Public/Private Sector Shared Risks and
Opportunities.

Given the breadth and depth of Modernization and the associated costs as well as the need
to forge a public-private sector business partnership that provides for shared risk and
rewards between the parties, the partnership must employ contracting strategies that reflect
the tenets of the Information Technology Management Reform Act (e.g., measurable
systems outcomes, consideration of alternative technical solutions, risk analysis, return on
investment analysis) including, but not limited to performance based contracting
approaches.
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A.

Business Partnering Approach (BPA). The purpose of the BPA isfor the offeror to
propose contract vehicles (e.g., cost reimbursement, performance based) which enable the
partnership to achieve the Modernization objectives. As applicable, the BPA would
include the offeror’s price proposal (e.g., Business Proposal for the Program
Management Approach and the Customer Service and Compliance Pilot).

Partnering with the government from a technical management perspective must involve the
cooperative joining of public and private sector entities to ensure seamless project
management. From a business perspective, however, the partnership must ensure that the
contract vehicles provide for “best value” solutions.

Whileit islikely that for critically important activities such as the devel opment of
Modernization Blueprint Level 111 engineering specifications to define a solution, a cost
reilmbursement contract vehicle may be most desirable, it isalso likely that a competition
among the PRIME’ s principa partners and subcontractors may be the most attractive
approach for ensuring a “best value” solution. It isalso likely that the competition could
provide for a performance-based contract arrangement in which the contractor’s
compensation would be predicated on the development, deployment and performance of
the system that equaled or exceeded mutually agreed to performance metrics.

A.1(M) Business Partnering Approach Proposal

As set forth in Section V111, “ Strategic Technical Approach,” the Technical Partnering
Approach provides for Public/Private Sector Partnering. |RS would provide lead
program management and proposes the following overal definition of responsibilities
aimed at tasking that leverages the knowledge and expertise of the parties while
creating the necessary “checks and balances’ to ensure effective solutions. Further, the
proposed partitioning of responsibilities enables performance-based contracting insofar
as contractor/government interdependencies are clearly defined.

g ThelRYISC/FFRDC “Jumpstart” group, an assemblage of IRS, ISC and FFRDC
lead engineers and architects, would be enlarged to include the PRIME and
continue to both provide overall strategic direction and evolve the Modernization
Blueprint.

g [RStogether with the ISC, the FFRDC and the PRIME would assume
responsibility for devel oping business requirements.

g ThePRIME would assume lead responsibility for validating the business
requirements, undertaking business process reengineering efforts, developing
aternative engineering solutions, preparing business cases as well as developing,
integrating, testing and deploying the modernized systems together with business
user training and other support functions.

g ThelRS, thelSC and the FFRDC would also enforce the Systems Life Cycle
processes (e.g., validate business cases, review and approve the PRIME’s
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deliverables), manage the systems acceptance testing function and provide Independent
Verification and Validation Services.

Complementing the Technical Partnering Approach, the principal objective of the
Business Partnering Approach (BPA) is to structure business arrangements among the
PRIME, its principals and subcontractors and between the PRIME and the IRS to

ensure the:

g Deveopment and selection of “best value” business solutions; and

g Cost effective and timely design, development, integration, testing and
implementation of the “best value” business solutions.

Accordingly, the Proposal should minimally provide strategies to ensure the:

A.1.1(M)

A.12 (M)

A.13 (M)

Development and selection of “best value” solutions from a range of
alter natives, each of which considers:

g Optimizing commercial best practices
g Commercial-off-the-shelf software

g Accelerating timeto Market

g Quantifying Systems Performance

g Minimizing Cost

g Vadidating Feasbility

Developing, integrating, testing and deploying the moder nized
systemsin the IRS environment that would:

g Acceleratetimeto Market;
g Minimize Cost; and
g Ensure Achievement of Performance Metrics.

Additionally, the proposal should include strategies which consider the
following:

Competition Derived “Best Value” Business Solutions. The offeror

should propose best value business solutions which reflect the
development and evaluation of competing alter natives.
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A.1.4 (D)*

A.15 (M)

A.16 (M)

A.L17 (M)

A.1.8 (M)

While it may be feasible to derive dternatives from asingle PRIME
integrated product team, unless the offeror provides evidence to the
contrary, it is preferred that aternative solutions would be devel oped
through company centric competition.

Alternative Business Solutions derived from each PRIME team’s
commer cial expertise

As applicable, offerors should propose solutions derived from commercia
best practices and COTS products. It is expected that the commercial core
competencies would be instrumental in reengineering current IRS business
practices, regardless of the applicability of particular COTS solutions.

Ensuring “level playing field” competition.

Offerors must, on an equal and equitable basis, make available
documentation and access to both IRS and contractor personnel to all
companies developing competitive business solutions alternatives.

Minimizing Contractor “Handoffs’

Offerors must propose strategies to develop “best value” business
solutions and undertake systems development, testing, integration and
deployment in a manner so as to ensure continuity of key management and
technical personnel through the systems life cycle.

Compliance with the M oder nization Blueprint Architecture and
Standards

Offerors must provide business solutions which are compliant with the
Modernization Blueprint Architecture and Standards. While the Blueprint
isaliving document, it is essential that business solutions comply with the
evolving architecture and standards.

Robust Prime

Offerors must position the PRIME contractor to assume full responsibility
for the Modernization including, but not necessarily limited to:

g Program Management, under the direction of the IRS, to provide the
comprehensive systems life cycle and program management functions
as set forth in Section V111 of the RFP,

*NOTE: Desirable Requirement
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g Procurement Administration to select from among competing
alternative business solutions,

g Modernization Infrastructureto minimally maintain the
architecture and standards set forth in the Modernization Blueprint;
and

g Horizontal Integration of Business Solutions to include the
integration of business solutions into the legacy environment as well as
the evolving modernized environment.

A.1.9 (D) Contractor Operations and Maintenance
Offerors may propose strategies to provide post production systems operation
and maintenance opportunities for the contractors that would enable the IRS to
leverage the contractors' expertise and procurement flexibilities (e.g.,
technology refreshment strategies) with the aim of enhancing the Modernized
environment in a post production environment.

A.1.10 (M) Commodity Acquisition
All commodities would be acquired through a PRIME administered cost
competition although the government reserves the right to substitute equivalent
commodities acquired from existing government contracts.

A.2(M) Past Performance Proposal.

The offeror must include a description of the manner in which past
performance would be applied to demonstrate:

g Previoudy proven approaches proposed herein have been successfully
applied in comparable or near comparable engagements,

g Previoudly proven capabilities have been successfully applied in
comparable or near comparable engagements, and

g Key technical and management personnel who participated in the
aforementioned engagements are proposed herein.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

A.2.1(M) Primary Past Performance
The PRIME offeror must provide past performance data which

reflects the proposed roles and responsibilities of the PRIME team
members.
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Provide documentation embodying the attributes described above
including approaches, capabilities and key technical and management
personnel.

A.2.2(M) Secondary Past Performance

To assess the depth of the PRIME offeror team, the proposal must
identify one or more principal partnersthat could provide these
PRIME services as an alternative to the “primary” PRIME
configuration.

Provide documentation from one or more principa partners
embodying the attributes described above.

B. Modernization Funding Plan (MFP)

g While the government continues to be interested in the PRIME' s “front-end”
investment strategy, it is envisioned that the government will proceed with the
following near-term funding strategy:

B.1(D)

B.2(D)

Develop abusiness case for the Phase |/Release 1 Customer Service and
Compliance Pilot;

Prepare a 2000 Presidential Budget request for advanced funding (e.g., Information
Technology Investment Account) for the Pilot; and

Define the “fencing” conditions that would be required to obligate funds (e.g.,
successful acquisition of the PRIME, completion of essential Systems Life Cycle
process improvement projects, PRIME’ s validation of the cost, schedule and
deliverables set forth in the business case).

Alternative Funding Sour ce

The offeror may propose strategies for identifying alternative funding sources that
would lessen the Service's dependencies on annual appropriation cycles.

Past Performance Proposal
The offeror may describe the previously successful application of aternative

funding strategies and the aspects of such strategies that would be comparable to
today’ s Federal government environment.
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C. Small Business Subcontracting Approach

C.1(M)

C.2(M)

Small Business Subcontracting Approach Proposal

The offeror must propose a small business subcontracting plan that defines tiers of
contractors to differentiate between the functions to be performed by the principal
partners and activities that would be defined as subcontracting.  The small business
goals will be applied to the subcontracting activities thus defined. The PRIME
would be responsible for achieving the aggregate IRS program goals.

Past Performance Proposal

The offeror must include a description of the manner in which past performance
would be applied to demonstrate:

g Previoudly proven approaches proposed herein that have been successfully
applied in comparable or near comparable engagements; and

g Previously proven capabilities that have been successfully applied in
comparable or near comparable engagements.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

At least one reference from the PRIME and each principa partner which embodies
all the attributes described above including approaches and capabilities.

D. Government Termsand Conditions (GTC) Concerning PRIME Contract Duration
and Scope of Responsibility. Please refer to Section XII, “Contract Administration,” for a
complete description of government terms and conditions. Selected critical terms and
conditions are as follows:

g Impact of the PRIME’s Performance on Contract Duration. The contract term
would not exceed fifteen years. It is proposed, however, that the PRIME contract
term:

Conclude with the completion of each magjor work effort (e.g., development and
implementation of subreleases 1.1 and 1.2 of Phase I/Release 1 of the
Modernization Blueprint) unless the IRS affirmatively authorizes the PRIME to
proceed with subsequent tasking; and

In the event the PRIME is performing multiple tasks, the contract would conclude

at the completion of the final principal task unless the IRS authorizes the PRIME to
proceed with subsequent tasking.
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g Intheevent that the RS wereto concludethat the PRIME failed to perform
adequately, without further competition, the IRS could negotiate one or more task
orders with one or more of the PRIME’ s principal partners to assume responsibility for
one or more of the major functions heretofore performed by the PRIME (e.g., program
management, procurement administration).

g Intheevent the IRSwould elect to discontinueits contract relationship with the
PRIME, the IRS may:

- Without further competition, negotiate a PRIME contract with one of the
incumbent PRIME’ s principal partners; or

- Undertake a competitive acquisition of a PRIME contractor.
D.1(M) Termsand Conditions
The offeror must identify any exceptions, deviations, aternatives or qualifications
to the terms and conditions set forth herein and in RFP Section X, “ Contract
Administration.”
D.2(M) Proprietary Products

The offeror must propose to:

g Make available and support the proprietary products (e.g., automated tools)
for the duration of the offeror’s engagement in the Modernization;

g Transfer to the IRS rightsto utilize the proprietary products in perpetuity, at
the discretion of the IRS; and

g Agreeto support the Service' s use of the proprietary products (e.g., make
available to the IRS subsequent releases on atimely basis) at the discretion of
the IRS.

E. Business Proposal for the Program Management Approach (BPPM)
E.1(M) Business Proposal for the Program M anagement Approach

The offeror must submit a Business Proposal to develop and prepare for

deployment of the Program Management Approach including the following

elements:

g SystemsDevelopment and Operation Management (SDOM); and

g Integration and Preparednessfor Deployment of the SDOM with the

IRS/1SC developed Requirements M anagement and I nvestment Decision
M anagement Elements.
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The proposal must include the following:
E.1.1(M) Business Partnering Approach (BPA)

The offeror must propose a contractural vehicle and a price proposal
for each of the following:

g SystemsDevelopment and Operation Management (SDOM);
and

g Integration and Preparednessfor Deployment of the SDOM
with the IRS/I SC developed Requirements M anagement and
I nvestment Decision Management Elements.

It is desired that the offeror propose a fixed price arrangement for
each of the elements. Nevertheless, it is concelvable that the offeror
may lack sufficiently decomposed IRS specifications, particularly with
respect to the I ntegration and Preparedness for Deployment
elements that would need to be integrated and deployed together with
the Systems Development and Operations Management (SDOM). In
such an event E.1.2(D) applies.

E.1.2(D) Cost Competition and Performance Approach (CCPA)

If in the offeror’ s judgement insufficient information is available to
warrant the risks inherent in afixed price proposd, it would be
desirable for the offeror to propose and administer a post award cost
competition that would enable the PRIME to complete the
requirements and specifications, thereby mitigating risk and
positioning the IRS to enter into a competitively acquired fixed price
arrangement for all or some of the tasking.

E.1.3(M) Small Business Subcontracting Proposal

E.1.4M) Response to Proposed Government Terms and Conditions
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SECTION X: PHASE I/RELEASE 1 - CUSTOMER SERVICE AND
COMPLIANCE PILOT

The offeror must evaluate and validate the Pilot Business Case (RFP VVolume 11, “Modernization
Blueprint, Phase I/Release 1 Business Case”) and pilot specifications (RFP Volumelllil,
“Modernization Blueprint, Phase I/Release 1 Engineering Specifications’). Based on the
evaluation and validation, the offeror must develop a Technical and Business Proposal for
Subreleases 1.1 and 1.2 of Phase I/Release 1, comprised of five Subreleases.

The proposal must define the manner in which both “past performance’ and the principles
and approaches set forth in the offeror’s Strategic Technical and Business Proposals apply
to the Pilot Technical and Business Proposals.

A. EVALUATION AND VALIDATION OF THE PILOT BUSINESS CASE AND
ENGINEERING SPECIFICATIONS.

A.1(M) Pilot Business Case

The offeror must evaluate and validate the Pilot Business Case which is set forth in
the RFP Volume Il, “Phase |/Release 1 Business Case”.

Elements of the Business Case which must be evaluated include, but are not limited
to the following:

A11 Cost Modd Assumptions
A12  Benefit Model Assumptions
A13 Risk Andyss
Al14  Risk Adjusted Return on Investment
A.2(M) Pilot Engineering Specifications
The offeror must evaluate and validate the Pilot Engineering Specifications set
forth in the RFP, Volume 1, “Engineering Specifications.” Evaluation and
validation criteriainclude, but are not limited to, the following:
A21 Book One: Release Concept of Operations (CONOPS)
g Scope: Release Concept of Operations (CONOPS)

g Validation Criteria:

- Towhat extent is the Release Operational Concept Description
consistent with commercial sector best practices; and
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- The subject matter of Book One should accurately reflect the
functionality described in the Release Systems Requirements
Specifications (Book Two) and the instantiation of the
Requirements in the Release Architecture (Book Threg).

A22 Book Two: Release Systems Requirements Specifications

g

Scope: Release level requirements applicable to Subreleases 1.1 and
1.2 as documented in Paragraph 3.2.1 and 3.2.2 of Book Two.

Validation Criteria:

- Overdll, to what extent are the requirements consistent with the
IRS Mission and Strategic Plan;

- Collectively, the requirements must represent complete
functionality consistent with the Release Operational Concept
Description (Book One);

- Individualy, the requirements must be concise, clear,
unambiguous and testable;

- Reguirements must be traceable to the higher level requirements
(Leve Il of the Modernization Blueprint, Volume Il - “Business
Requirements’); and

- Requirements must be traceable to the architectural components
documented in the Modernization Blueprint, Volume 1l -
Functional Architecture and Volume IV - Technical Architecture

A23 Book Three: Release Ar chitecture

g

Scope: Subrelease Architecture applicable to Subreleases 1.1 and 1.2
as documented in Section 4.3.A and 4.3.B of the Release Architecture,
Book Three.

Validation Criteria:

- Towhat extent is the Release Architecture consistent with
commercial sector best practices;

- Subrelease architectures must implement functionality consistent

with the Release Concept of Operations Description (Book One)
and the Release System Requirements Specification (Book Two);
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The “threads’ must reflect alogical rendering of the Architecture
and describe a clear path through the architectural components
implemented in the Subrel eases;

The Subrelease Architecture must include al of the components
required to support the thread;

The interfaces among architectural components must be clearly
and accurately described and provide the connectivity necessary to
support the threads;

The configuration items comprising the subsystems implemented
in each subrelease must present alogical configuration; and

To what extent would implementation of the Customer Service
and Compliance Pilot (Subreleases 1.1 and 1.2) engender
“throwaway investment” insofar as its development would, in the
judgement of the offeror, not be consistent with the offeror’s
vision of Phase | Modernization.

B. Pilot Technical Proposal PMA/TPA/TARP/ICMA

B.1(M) Pilot Technical Proposal.

The offeror must submit a Mandatory Technical Proposal based on the Volume Il
Business Case and VVolume |11 Engineering Specifications in accordance with the
Mandatory Proposal Principles and supporting matrices in Appendix A.

The offeror may submit an Alternative Technical Proposal in accordance with the
Alternative Proposal Principles and supporting matrices in Appendix B.

Each Filot Technical Proposal must include the application of the principles set
forth in the offeror’s Strategic Technical Approach proposed pursuant to RFP
Section VIII to include the following elements:

B.1.1

B.1.2

Pilot Program Management Approach (PMA)" to include the deployment
of the SLC/PMA as described in Section VIII-A,;

Pilot Technical Partnering Approach (TPA)" including consideration of
RFP Section 111, “IRS Technology Initiatives - In Progress;”

Please refer to the end of this section “Identification of Technology
Investments - In Progress” that impact Phase I/Release 1.
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B.1.3  Pilot Technical Approach and Resources Plan (TARP)" to develop and
deploy the Customer Service and Compliance Pilot; and

B.14  Pilot Contract Management Approach (CMA)."
"NOTE: Past Performance discussion for the Pilot should be consolidated in RFP Section X-D, “ Past Performance.”
C. Pilot Business Proposal
C.1(M) Pilot Business Proposal
The offeror must submit a Mandatory Business Proposal based on the Volume 1|
Business Case and VVolume |11 Engineering Specifications in accordance with the

Mandatory Proposal Principles and supporting matricesin Appendix A.

The offeror may submit an Alternative Business Proposal in accordance with the
Alternative Proposal Principles and supporting matrices in Appendix B.

Each Pilot Business Proposal must include the application of the principles set forth

in the offeror’ s Strategic Business Approach proposed pursuant to RFP Section 1X

to include the following elements:

Cc.11  Fixed Price or Performance Based Contracting Arrangement or Alternative
Contractural Arrangement (BPA) including a price proposal for the
development, piloting and nationwide deployment of the pilot.

c.12 Price Proposa for the Program Management Approach (BPPM) to
develop and implement the Pilot SLC/PMA.

c.13 Pilot Smal Business Subcontracting Proposal (SBS).
C.14 Responseto Government Terms and Conditions applicable to the Filot.
D. PAST PERFORMANCE
D.1(M) Past Performance Proposal

Application of the offeror’s past performance to the Pilot Technical and Business
Proposal.

The offeror must include a description of the manner in which past performance
would be applied to demonstrate:

g Previoudy proven approaches proposed herein have been successfully applied
in comparable or near comparable engagements,
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g Previously proven capabilities have been successfully applied in comparable or
near comparable engagements; and

g Key technical and management personnel who participated in the
aforementioned engagements are proposed herein.

Accordingly, the offeror must include specific references substantiating the
aforementioned past performance representations as follows:

D.1.1(M) Primary Past Performance

The PRIME offeror must provide past performance data which reflects the
proposed roles and responsibilities of the PRIME team members.

Provide documentation embodying the attributes described above
including approaches, capabilities and key technical and management
personnel.
D.1.2(M) Secondary Past Perfor mance
To assess the depth of the PRIME offeror team, the proposal must
identify one or more principal partnersthat could provide these
PRIME services as an aternative to the “primary” PRIME configuration.

Provide documentation from one or more principal partners embodying
the attributes described above.
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Identification of IRS Technology Initiatives - In Progress That Impact Phase |/Release 1

Technology Investment - In Progress

Phase |/ Release 1

Subr elease Affects
Integrated Customer Service Call Routing System (CSCR) 11-1.2
Totally Automated Personnel System (TAPS) 13
Teletax 11-12
Telephone Response Interactive System (TRIS) 11-15
Integrated Collection System (ICS) 14-15
Inventory Delivery System (IDS) 14-15
Electronic Audit Research Log (EARL) 13-15
Secure Dial-In (SDI) 13-15
Service Center Mainframe Consolidation (Including Terminal 11-15
Replacement Project)
IRS Home Page (SIB addition) 11-1.2
Integrated Compliance Environment (TIES/RGS) - Exam Laptopand | 1.4
Software Replacement
Tax Return Data Base 14-15
Financial Reporting Release (FRR) 15

E. ASSUMPTION OF CUSTOMER SERVICE CALL ROUTER (CSCR)

OPERATIONAL RESPONSIBILITY

It is conceivable that the IRS may request the PRIME to assume operational responsibility
for the Customer Service Call Router (CSCR). Whileit islikely that the system would bein
production prior to the PRIME contract award and that Subreleases 1.1 and 1.2 interface
with CSCR, it would be premature to request either a Technical or Business proposal to
operate and system. Nevertheless, please note the Customer Service Call Router Functions

and Responsibilities Matrix as follows:
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Functions and Responsibilities
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RESPONSIBILITY
Phase 0 Phase |/Release 1
FUNCTIONS IRS | LUCENT | IRS | PRIME
Strategic Planning and Management
1. Financia Planning and Management P N/A P N/A
2. Workload Planning - Product Lines P N/A P S
3. Business Process Improvement P N/A S P
4. Peaformance Management/Customer Satisfaction P N/A S P
5. System Process Improvement N/A P N/A P
Program Planning
1. Training/Employee Development S P S P
2. Routing Algorithm Development P S S P
3. Data, Trend and VRU Script Analysis P S S P
Program M anagement
1. Network Control Center Management N/A P N/A P
2. Workload Forecasting/Network Control Center P S S P
3. Workforce Management/Network Control Center S P N/A P
4. Workforce Management/Call Sites P N/A P N/A
5. Performance Monitoring/Call Sites P N/A P S
System M anagement
1. Network Traffic Management N/A P N/A P
2. Capacity/Circuitry Planning and Management N/A P N/A P
3. Algorithms AnalysigRouting Requirements P S S P
4. Maintenance/Operation N/A P N/A P

Legend: P=Primary Role S = Support Role
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SECTION XI: PRIME ELIGIBILITY AND PROPOSAL EVALUATION
APPROACH

A. PRIME ELIGIBILITY CRITERIA

Given the breadth and depth of Modernization, the IRS seeks only those organizations with
the extraordinary qualifications and experience required for such avast undertaking. While
most previous systems development and integration efforts pale in comparison with
Modernization, it is anticipated that organizations which meet or exceed the following
criteriawould be sufficiently qualified and experienced to assume lead responsibility for
systems development and integration:

g

g

Available working capital to be no less than $200 million;

Government approved Compensation, Purchasing, Estimating and Accounting
Systems;

Software Capability Maturity Model (CMM) Level 3 Certification in accordance
with the guidelines set forth herein;

Software Acquisition CMM Leve 3 Certification in accordance with the guidelines
set forth herein; and

Demonstrated significant program management and systems integration experience
including management of subcontractors as measured by lead responsibility for
development and implementation of an integrated information system or systems
with a scope:

* Requiring in excess of 5 million lines of computer code or equivalent scope and
complexity (e.g., integration of COTS and custom code); and/or

* Requiring abudget in excess of $300 million.

The offeror must provide at least three (3) client references to enable the IRS to
validate the offeror’ s representations related to PRIME digibility criteria

B. PROPOSAL EVALUATION APPROACH

The proposal evaluation is predicated on the following guiding principles.

g Pursuant to Public Law 104-208, the Competitive Acquisition of the PRIME Must
be Based on Prior Private and Public Sector Experience including experiencein
managing large scale complex computer systems, working with government revenue
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agencies, showing demonstrable results in reducing costs, increasing productivity,
improving service and integrating human performance factors with technological
changes.

g The Competitive Acquisition of the PRIME Must Be Based to Some Extent on
Contractor “ Solutions” but to a Greater Extent on Contractor “ Capabilities’.
IRS is currently unable to prepare detailed systems specifications for the massive
Modernization effort that would enable atraditiona “solutions’ based procurement
(i.e., acompetitive acquisition culminating in afixed price proposal and based on the
evaluation of Technical and Price Proposals to develop and implement a system
predicated on detailed government specifications). Thus, while the procurement
strategy must be predicated to some extent on a*“solutions’ based competition, to afar
greater extent, the acquisition must be based on the “ capabilities’ of the private sector
to successfully apply the necessary resources and processes to address the unique needs
and limitations of the IRS.

g Past Performancelsof Great Significance, but Only to the Extent it Appliesto
the M odernization Program. Congress aswell as both the IRS and industry
recognize that past performance should be a critical factor in selecting the PRIME, as
confirmed by formal discussions with the potentia offerors. Instead of submitting a
recitation of past performance representations, however, the offerors must demonstrate
the value of the PRIME' s past performance as it applies to the Modernization Program.

g “All evaluation factorsother than cost or price, when combined, are significantly
mor e important than cost or price.” (FAR 15.304(e); 41 USC 253a(c)(1)(C))
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PROPOSAL EVALUATION

ELEMENTS POINTS
g Strategic Technical Proposal
- Application of Past Performance .................... 1,500
- Proposal . ... 2,500
4,000
g Strategic Business Proposal
- Application of Past Performance .................... 1,000
- Proposal . ... 2,500
3,500
g Phasel/Release 1. Customer Service and Compliance Pilot Proposal
- Application of Past Performance ..................... 500
- Vdidationof Volumell/lIl .......................... 300
- Mandatory Proposal*
e Technicd ....... ... ... .. . . . . 750
e Busness ... 150
- Alternative Proposal*
e Technica .......... ... ... . . . . 150
e Busness ... 150
2,000
g Evaluation of Offerors
Responsesto the IRS Request for Comments(RFC) ....... 500
GRAND TOTAL 10.000

*NOTE: Should the offeror elect to submit only a Mandatory Proposal, the rating ratio (Mandatory proposal
points earned divided by the available points) would be applied to the Alternative Proposal points and be
included as part of the overall Phase I/Release 1 Customer Service and Compliance Pilot.

PRIME ACQUISITION SCHEDULE - TARGET DATES
g IssueFina RFP - No Later Than April 1, 1998
g Proposal Submission - June 1, 1998

g Contract Award and Commencement of Modernization - December 1, 1998
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I SECTIONS I I ELEMENTS I

Z0—4d>»Ccr><m

<AV>PCO

Section VIII

Strategic

A. PMA - Program Management Approach

(950)

B. TPA - Technical Partnering Approach
(400)

C. TARP - Technical Approach and

Technical

Approach
Points 3200

4+ Technical Proposal (2000)
4 Past Performance (1200)

Resource Proposal (1450)

(400)

D. CMA - Contract Management Approach

+
+
+
+
+
+
+
+

[ A. BPA - Business Partnering Approach

Section IX

Strategic

| (1600)

—4 B. MFP - Modernization Funding Plan (200)

| Approach (250)

Business

Proposal
Points 2800

4+ Business Proposal (2000)
4 Past Performance (800)

TECHNICAL i
P Section X
Grand Total PlIOt CS and
10,000 Comp
Points 1660

[ C. SBS - small Business Subcontracting

D. GTC - Government Terms and Conditions

(150)

E. BPPM - Business Proposal for the

Program Management Approach (600)

A. Evaluation and Validation of Pilot

(300)

Business Case/Engineering Specifications

Mandatory Proposal (720)

B. Pilot Technical Proposal

4+ Validation of Vol l1&Ill (300)
4+ Mandatory Proposal (720)
4+ Alternative Proposal (240)
4+ Past Performance (400)

Management
Overview
Points 1840

PMA/TPA/TARP/CMA (600)

C. Pilot Business Proposal (120)

Alternative Proposal (240)

B. Pilot Technical Proposal

PMA/TPA/TARP/CMA (200)

—' C. Pilot Business Proposal (40)

D. Past Performance (400)

A. Breadth and Depth (640)

B. Section VIl (250)

(Points for this
section extracted
from Sections VIII,
IX, and X)

Evaluation of
Response to

C. Section IX (250)

D. Section X (100)

E. past Performance (600)

the RFC
Points 500

Technical (390)

Business (110)

Technical Proposal (650)
Past Performance (300)

Technical Proposal (200)
Past Performance (200)

Technical Proposal (950)
Past Performance (500)

Technical Proposal (200)
Past Performance (200)

Business Proposal (1000)
Past Performance (600)

Business Proposal (100)
Past Performance (100)

Business Proposal (150)
Past Performance (100)
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C. GUIDING PRINCIPLES

The proposal evaluation is predicated on the following guiding principles. These principles
do not necessarily reflect relative order of importance of the evaluation factors, subfactors

or criteria

1. STRATEGIC TECHNICAL PROPOSAL

g

Breadth and Depth of the Program M anagement/Systems Life Cycle (SLC)
Approach. The value of the Proposal will be based largely on the manner in which
the following concerns are addressed:

Approach for integrating the PRIME’s Systems Life Cycle (SL C) with the
ongoing IRS/SL.C program management projects

Strategiesto identify the IRS Information Systems and IRS Business
Units and personnel which require the processes and appropriate training,
respectively

Timeto complete and deploy the processes

Strategy for evolving the Program Management and Systems Life Cycle
processesto integrate with the Commissioner’s Organizational

M oder nization concept to centralize information technology resources and
professionalize the CIO organization and reorganize the business units into
four customer focused organizations which reflect the structure of the nation’s
economy (e.g., large corporate taxpayers, small business)

Strategiesto apply the SL C/Program M anagement processes to ongoing
| RS technology investments (e.g., Phase O of the Modernization Blueprint)

Extent to which the offeror proposes strategiesto integrate the M oder nization
Blueprint with Commissioner Rossotti’s Organizational M oder nization
concept including:

Mapping M oder nization Blueprint functionality to the business
challenges of each of the four customer focused business organizations
(e.g., call center/customer service/centralized taxpayer account data
baseg/infrastructure capabilities to support the “Wage and Investment Income
Organization”)

Developing business solutions which addr ess the unique needs of each of
the four principal business organizations without sacrificing the integrity of
the centralized integrated systems solution which represents the core of the
Modernization Blueprint
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- Developing implementation strategies which enable simultaneous
development of multiple business solutions while ensuring the integration of
these solutions in the legacy and evolving modernized environment.

g Extent towhich the offeror proposes commercial expertise and capabilitiesto
effectuate the implementation of commercial best practices for applicable IRS
business functions (e.g., call center operations, customer service, collections).
Specificity concerning the following attributes will be valued:

- ldentification of dedicated companies and commercial units within each
company

- ldentification of key management and technical personnel

- Proven commercia best practices and evidence of the applicability of such
approaches in the IRS environment

- Proven capabilities (e.g., COTS products) and evidence of the applicability of
such products in the IRS environment

g Breadth and depth of Specialized Technica Resources

g Applicability, breadth and depth of the or ganizational development strategies
proposed to evolve the competencies of the IRS personnel that would be needed to
effectuate the organizational modernization, the deployment of commercia best
practices and the advent of enhanced automated systems and tools.

g Strategiesto ensurethe development of the Mainframe Centric infrastructure
while enabling the development and integration of business solutions within
such as infrastructure and with an appreciation of the legacy environment.
Strategies should reflect plans for the:

- Incrementa Modernization

- Pardlel Development

- Centrdized “dataengine’

- DataTranstion Bridges interfacing the legacy and modernized environment
g Extent towhich the offer meets or exceeds compliance with Software

Engineering I nstitute Capability Maturity Model Level 3 for Software

development (SW) and Software Acquisition (SA) including, if necessary, risk

mitigation plans to address the as yet unproven and only recently promulgated SEI
Software Acquisition (SA) standards.
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g

g

Completeness and sufficiency of the Contractor Management Plan Proposal
including the Organization and Resource Plans.

Responsiveness and responsibility of the Offeror and Principal Partners.

Applicability of proven past performance.

2. STRATEGIC BUSINESS PROPOSAL

g

Overdll, the extent to which Business Partnering Approach (BPA) structures
business arrangements among the PRIME, its principals and subcontractors and
between the PRIME and the IRS to ensure the development and selection of
“best value” business solutions and cost effective and timely design,
development, integration, testing, and implementation of the “best value”
business solutions.

- Extent to which the approach provides opportunities to develop alternative
“best value” business solutions which:

*  Optimize commercial best practices and COTS solutions;

Commercia-off-the-shelf-software;
» Accelerate timeto Market;

e Quantify Systems Performance;

*  Minimize Cogt; and

» Vdidate Feasihility.

- Extent to which the approach creates opportunities to develop, integr ate, test
and deploy Modernization systemsin the IRS environment that would:

e Accderatetimeto Market;
¢  Minimize Cost; and
* Ensure Achievement of Parformance Metrics.

Developing and implementing “Best Value” Solutions. Extent to which approaches
provide for:

- Alternative solutions devel oped through company centric competition;
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- Alternative solutions and implementation utilizing commer cial core
competencies

- A“levd playing field” among the competing companies (e.g., equal access
to IRS personnel and documentation)

- Minimizing contractor handoffs during the Systems Life Cycle

- Compliance with the M oder nization Blueprint Architecture and Standards
- Procurement Administration by the PRIME

- Horizontal Integration by PRIME

- Contractor Operations and Maintenance

- Competitive acquisition of commodities

g Positioning a robust PRIME to possess the responsibility, authority and
accountability to minimally provide for:

- Program Management, under the direction of the IRS, to provide the
comprehensive systems life cycle and program management functions as set
forth in Section V111 of the RFP;

- Procurement Administration to select from among competing alternative
business solutions;

- Modernization Infrastructure to minimally maintain the architecture and
standards reflected in the Modernization Blueprint; and

- Horizontal Integration of business solutions to include the integration of
business solutions into the legacy environment as well as the evolving
modernized environment.

g Competitiveness and realism of the Price Proposal for the development,
integration and deployment of the Program M anagement/Systems Life Cycle
Approach.

g Sufficiency and completeness of the Small Business Subcontracting Approach.

g Applicability and feasibility of alter native funding proposals.
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g Responsiveness to government contract terms and conditions particularly with
respect to the flexibilities needed by the IRS to ensure contractor performance
for the duration of the contract.

g Sufficiency and completeness of the approach to provide and support Proprietary
Products.

g Applicability of proven past performance.

3. PHASE I/RELEASE 1 CUSTOMER SERVICE AND COMPLIANCE PILOT

PROPOSAL

g Completeness and quality of the offeror’s evaluation and validation of the IRS

Pilot Business Case and Engineering Specifications.

Applicability, feasibility and quality of the Technical Proposal approach.
Qualifications of the key management and technical personnel.
Program and Project Management Approach.

Timeto Market.

Price competitiveness and realism of the Business Proposal.
Applicability of proven Past Perfor mance.

Sufficiency of the Small Business Subcontracting Approach.

If proposed, the extent to which the Alter native proposal enhances the solution,
accelerates time to market and/or provides for improved cost competitiveness.
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SECTION XI1: CONTRACT ADMINISTRATION
A. PRIME CONTRACTOR

This contract is intended to effect along term partnership between the IRS and a Prime
Systems Integration Services Contractor (PRIME). Under this contractual partnership,
Modernization will be incrementally achieved under task orders negotiated between these
Partners.

Where this contract, including requirements, refers to the “PRIME” it isreferring to the
“Contractor” and where it refers to “Contractor” it refers to the “PRIME.”

B. CONTRACT TYPE, DOLLAR VALUE, AND TERM
1. CONTRACT TYPE

Thisis an Indefinite Delivery/Indefinite Quantity (IDIQ) type contract under which

Cost Reimbursement, Time and Materials (T&M), Fixed Price, and Performance Based
Task Orders may beissued. Various factors will influence the task order type such as
project life cycle, degree of risk, and types of requirements. Each requirement and
cost/pricing arrangement will be negotiated on atask order by task order basis.

2. MINIMUM AND MAXIMUM DOLLAR VALUE OF TASK ORDERS

During the term of this contract, the Government shall issue as a minimum a Task
Order for Systems Development and Operations Management (SDOM) which would
include integration and preparedness for deployment. The cumulative value of task
orders issued under the contract shall not exceed the cumulative Modernization
appropriation authority.

3. CONTRACT TERM

The term of this contract is from the date of contract award until the latest completion
date of the Principal Task Order. The ordering period will not exceed fifteen years.
Unless otherwise authorized by the Contracting Officer, upon the expiration of all
Principal Task Orders the contract expires.

4. TERMINATION
In the event the IRS elects to discontinue its contract relationship with the PRIME
Contractor, the IRS shall terminate this contract. In this event, the IRS may replace the

PRIME Contractor by negotiating a sole source arrangement with a Principal Partner,
identified in special provision D.2 or conduct a competition.
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In the event that the IRS were to conclude that the PRIME Contractor was failing to
perform adequately, the IRS may terminate the relevant task order(s). In this event, the
IRS may contract directly with one or more of the PRIME Contractor's Principal
Partners or another contractor to assume responsibility for one or more major functions
heretofore performed by the PRIME Contractor (e.g., program management,
procurement administration).

C. PAYMENT - VOUCHER/INVOICE REQUIREMENTS
1. PRESENTATION

In conjunction with the applicable Federal Acquisition Regulation (FAR) payment
clauses specified in this contract, the contractor shall submit billings no more than once a
month. Reimbursement for costs for actual work and services rendered under a given
task order will be on aprovisiona basis. The Contractor shall request payment by
submitting Standard Forms (SFs) 1034 and 1035, "Public Vouchers for Purchases and
Services Other Than Persona”. The contractor shall submit separate vouchers for cost
and fee. All original vouchers shall be sent to the following address:

Internal Revenue Service, Administrative Services Center
Accounts Payable Section

Post Office Box 508

Beckley, WV 25802

Three copies (clearly marked “information copy only”) shall be submitted to the
following addressees:

Contracting Officer

ATTN: M:P.T:D

Internal Revenue Service, Office of Tax System Acquisition
6009 Oxon Hill Road

Oxon Hill, MD 20745

1 copy - SFs 1034 and 1035 (with supporting documentation)

Contracting Officer's Technical Representatives (COTRS)
Addresses to be specified in each task order
1 copy - SF 1035 only

Defense Contract Auditing Agency (DCAA)
To beidentified at time of award

1 copy - SFs 1034 and 1035 (with supporting
documentation)

Standard Forms (SFs) 1034 and 1035 are available from the Superintendent of
Documents, Government Printing Office, Washington, DC 20402.

XI11-2



Modernization Blueprint - Regquest for Proposals Volumel - Section XI|

Vouchers submitted to the Contracting Officer and DCAA shall be accompanied by
detailed cost data sufficient to support al amounts claimed. Submittal of 1034'Y1035's
with proper detailed supporting documentation as described herein will be considered an
adequate basis for the Contracting Officer to judge whether or not the amounts claimed
are allowable, allocable, and reasonable. Upon request, the Contractor shall furnish any
other supporting documentation deemed necessary by the Contracting Officer to

compl ete processing of any vouchers.

All information will be filled in as specified on the form, in addition instructions set forth
below shall be followed:

SF 1034 REQUIREMENTS

(@) Voucher No.: The first voucher submitted will begin with the number "1" and the
next voucher submitted will be number "2" and so forth, throughout the life of the
contract. Each voucher shall reference the applicable Task Order number.

(b) Article or Services. Show a synopsis of the articles delivered and/or services
completed. Thereisno need to go into detail on this form provided adequate
supporting documentation as described below is provided. Also show in this block
the total number of payments requested including this request for payment.

(c) The Contractor must include his or her Social Security Number (for individuals) or
Employer Identification Number (for other entities) on each voucher submitted for
payment under this contract. Thisinformation is required to comply with
requirements to file Internal Revenue Service Information Returns pursuant to the
Internal Revenue Code. Vouchers received that do not include the required
information will be returned to the Contractor without payment. (Note: This
information should be entered in the address block on the voucher).

SF 1035 REQUIREMENTS

A SF 1035 shall be submitted in support of the SF 1034 for each cost reimbursement
task order. On the SF 1035, the following additional supporting documentation is
required:

(a) Titleof Project: List the full title of the project being performed under the contract.

(b) COTR: Include name and address from the task order including office code and
phone number.

(c) Contract Amount: Insert the total estimated cost of the contract or task order, as
applicable, exclusive of fee.

(d) Fixed/Base/Award/Incentive Fee: Insert total award or incentive fee for the task
order, as applicable.
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(e) Billing Period: Insert the beginning and ending dates of the period during which
costs were incurred and for which reimbursement is claimed.

(f)

Direct Costs: Insert the major cost elements as follows:

(1)

(2)

3)

(4)

(5)

(6)

(7)

Direct Labor: This consists of salaries and wages paid (or accrued) under the
contract (for the voucher periods of performance). Direct Labor shal be
presented in the following format:

Name of Labor Labor Hours Hourly Cumulative
Individual | Category | AccruedthisPeriod | Rate Hours to Date

Fringe Benefits: This represents fringe benefits applicable to direct labor.
When applicable, provide the equation (rate and base) used to derive the billed
fringe benefits cost. Fringe benefits included in the direct labor rate or in an
indirect cost pool should not be identified here.

Direct Equipment: List only those items of equipment for which reimbursement
isrequested. Identify each item costing more than $200 and having alife
expectancy of more than oneyear. The following information shall be included
(when applicable): (a) the item number for the specific piece of equipment; (b)
the unit and, if applicable, extended price; (c) the vendor's name; (d) and the
applicable vendor invoice number. Further itemization of vouchers invoices
shall only be required for items having specific limitations set forth in the
contract.

Software: Separately identify any claimed costs for licensing agreements and
software maintenance. The following information shall be included (when
applicable): (a) the associated software; (b) the length of the agreement; and
(c) abrief statement of the maintenance effort(s) performed.

Materias, Supplies, or Other Expendable Items. These are consumable
materials, supplies, and equipment other than that described in (3) above.

Overtime Premium: Thisis remuneration in excess of the basic hourly rate (if
provided for by FAR 52.222-2, "Payment for Overtime Premiums’ under a
given task order).

Travel: Domestic travel istravel within the U.S,, itsterritories, possessions, and

Canada. It shall be billed separately from foreign travel. All costs associated
with each trip must be presented in the following format:
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Dates of
Departure
and Return

Place of No. of Purpose | Transportation | Car Per Other
Origination | Travelers Costs Rental | Diem (Parking,
and Cost (Food & | Cab Fare,
Destination Lodging | etc.)

(8) Subcontracts: Include separate detailed breakdown of all costs paid to
subcontractors/consultants during the billing period. (If a cost type subcontract
is executed, cost detail associated with that subcontract approximating that
required herein must be submitted).

(9) Other: List al Other Direct Costs and dollar amounts individually.

(g9) Indirect Costs - Overhead: Include any formulas (rate and base) used to derive the

billed overhead costs.

(h) Fixed/Base/Award/Incentive Fee (FOR FEE VOUCHERS ONLY): If the

(i)

()

contract/task order provides for fee, it must be claimed as provided for by the task
order. Include the formula or method of computation. The Contractor may bill for
base or fixed fee, based on performance, only up to 85% of total base fee.

Amount Billed for Current Period: Provide totals for each of the mgor cost
elements, any adjustments, and a grand total for the period.

Cumulative Amount from Inception Through the Date of Current Billing: Provide
the cumulative amounts billed for the major cost elements and adjusted amounts
claimed during this contract. In addition, provide a trackable record of questioned
costs (running account from the first billing through the current billing date).

(Adjustments are amounts previoudly billed that have been suspended or
disallowed).

2. METHOD OF PAYMENT

(@) Payments under this contract will be made by IRS either by check or electronic

funds transfer (through the Treasury Fedline Payment System (FEDLINE) or the
Automated Clearing House (ACH)), at the option of the Government. After award,
but no later than 14 days before a voucher is submitted, the Contractor shall
designate a financial institution for receipt of eectronic funds transfer paymentsin
accordance with the requirements of FAR 52.232-33, and shall complete and submit
Standard Form (SF) 3881 to the address identified at contract award. Contractor
failure to properly designate afinancial institution or to provide appropriate payee
bank account information may delay payments of amounts otherwise properly due.
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(b) The date which appears on the check issued in payment or the date of payment by
electronic funds transfer shall be considered to be the date that payment is made.

D. SPECIAL PROVISIONS
1. KEY PERSONNEL
Key personnel are defined as follows:
(a) Personndl identified as key individuals to be assigned for participation in the
performance of the contract and/or task order and who may, at the discretion of the
Government, be interviewed to verify resume representations;

(b) Personnel whose resumes were submitted with the contract and/or task proposal; or

(c) Individuals who are designated as key personnel by agreement of the Government
and the contractor during any negotiations.

(d) Thefollowing identifies those key personnel that are deemed necessary for the
successful completion of contractual requirements:

KEY PERSONNEL (NAMES) ASSIGNMENT AREA

TO BE COMPLETED AT TIME OF AWARD

(e) The contractor agrees that during the first year of the contract performance period
no program-level key personnel substitution will be permitted unless such
substitutions are necessitated by an individua's sudden illness, death or termination
of employment. In any of these events, the contractor shall promptly notify the
ACM/CIO, Project Manager (PM)/COTR and Contracting Officer providing the
information required in paragraph (f). After theinitial year, any proposed key
personnel substitution must be submitted, in writing, at least thirty days in advance
of the proposed substitution to the PM/COTR and Contracting Officer.

() All requests for key personnel substitutions must provide a detailed explanation of
the circumstances necessitating the proposed substitution, a complete resume for the
proposed substitute, and any other information requested by the ACM/CIO,
PM/COTR and Contracting Officer needed to approve or disapprove the proposed
substitution. All proposed substitutions must possess capabilities that are equal to,
or higher than the capabilities of the person to be replaced. The ACM/CIO will
evaluate the request and the Contracting Officer will promptly notify the contractor
of the resulting approval or disapproval.
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(g) If the Government determines that certain personnel are key to successful
completion of atask order, they will be designated as "Key Personnel” in the task
order.

2. PRINCIPAL PARTNERS

The Principal Partnersreferred to in this contract are:

3. SUBCONTRACTING

All tier subcontracts which exceed one million dollars are subject to prior consent by the
Contracting Officer. FAR 52.244-2 identifies the information required to be submitted.
Any personal services or consultant arrangements related to this contract work shall be
submitted for prior approval to the Contracting Officer regardless of dollar value.

4. TRANSFER OF TASKSTO THE PRIME
In the event that the IRS decides to transfer the responsibility of performing atask from

another IRS contractor to the PRIME, the IRS will negotiate this transfer with both
contractors.

5. AUTHORIZATION TO ISSUE TASK/DELIVERY ORDERSUNDER IRS
CONTRACTS

The IRS intends to modify the following IRS contracts to authorize the PRIME
contractor to issue task/delivery orders under them:

g Service Center Support Systems (SCSS), Contract Number TIRNO-95-D-00048

g Treasury Information Processing Support Services (TIPSS)
Contract Numbers:

TIRNO-94-D-00089 TIRNO-94-D-00090
TIRNO-95-D-00057 TIRNO-95-D-00058
TIRNO-95-D-00059 TIRNO-95-D-00060
TIRNO-95-D-00061 TIRNO-95-D-00062
TIRNO-95-D-00063 TIRNO-95-D-00064
TIRNO-95-D-00065 TIRNO-95-D-00066
TIRNO-95-D-00067 TIRNO-95-D-00068
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6. COMMODITIES

All commodities acquired under this contract shall be subject to price competition unless
otherwise approved by the Contracting Officer

7. SMALL BUSINESSAND SMALL DISADVANTAGED BUSINESS
SUBCONTRACTING PLAN

(8 The contractor's Small Business and Small Disadvantaged Business Subcontracting
Plan, dated , Isincorporated into and made a part of this contract as
Attachment .

(b) The contractor shall participate in progress meetings every six months. The
contractor shall submit the reports required at FAR 52.219-9 Alt I1.

8. TASK ORDER CLOSE-OUT

It isthe intention of the IRS to perform close-out procedures on an individual task order
basis. The contractor agrees to perform those internal functions necessary to support
this processin atimely manner. Task order close-out will occur as soon as possible
after task order performance has concluded.

9. CONTRACTORABILITY TO SUBSTITUTE

It is the contractor's responsibility to ensure that all items offered under atask order are
available for the systemslife. This clause acknowledges that from time to time some of
the contracted for item(s) may not be readily available or permanently go out of
production. Based on the authority of this clause the contractor may request a one time
or permanent substitution of one or more items. Such requests must be made in writing
to the contracting officer, with a copy going to the project officer. The following
conditions must be met:

(8 Thefunctiona and technical characteristics of the substitute item(s) are equal to or
better than the item(s) it is to substitute;

(b) The price of the substitute item(s) is equal to or less than the cost of the item(s) it is
to substitute but no greater than the current market price;

(c) The Contractor provides sufficient detailed information to substantiate that (a) and
(b) above are met; and

(d) The substitute items(s) must be approved in writing by the Contracting Officer.
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10.

The fact that the Contractor has requested a substitution shall not extend the required
delivery time of any items. Upon acceptance of a substitution the Government may or
may not grant aday for day extension to the delivery schedule for the time the
Government took to approve the substitution. No extension shall be granted in the case
of disapproved proposed substitution.

SYSTEM/SERVICE IMPROVEMENTS

During the performance of task orders under this contract, the Government may solicit,
and the Contractor is encouraged to independently propose, improvements to the
system, services, or other contract requirements. These improvements, which must be
within the general scope of the contract, may be proposed for technology enhancement,
technology renewal, to save money, to satisfy increased requirements, or for any other
purpose which presents system or service advantage to the Government.

A proposal made under this clause must improve a component (including any hardware,
software, communications or other item), product, price, or service. Improvement may
include the substitution of an item originally proposed with another item that exceeds the
requirements of the initial contract specifications and the capabilities of the item
originaly proposed. However, improvement does not include substitutions where the
item proposed is no longer available. These substitutions would be proposed under the
Contractor Ability to Substitute Clause. Improvements to the components must satisfy a
functional requirement stated in the contract. The Contractor shall offer system or
service improvements in a manner that permits adoption of the proposal in the smallest
feasible part.

At aminimum, any proposa submitted by the Contractor pursuant to this clause shall
include the following information:

(@) A statement to the effect that the proposal is being submitted pursuant to this clause;
(b) A detailed technical description of the proposed changes;

(c) A detailed comparison between the existing contract requirements and the proposed
changes, including the advantages and disadvantages of each;,

(d) Anitemized list of each contract requirement, including any delivery schedules or
completion dates, that would, in the contractor opinion, be effected by the proposed
change;

(e) Anestimate of any changes (increases or decreases) to the contract's price, including
any related costs, such as operation;
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(f) An estimate of the date by which the Government should accept the proposal in
order to receive maximum benefits;

(9) The date until which the proposal isvalid. (This date must provide reasonable time
for the Government to review the proposal);

(h) The Government will never pay a price that exceeds the GSA Contract price nor a
price higher than that offered to a most favored customer, under similar terms and
conditions; and

(1) The proposal shall include, where required, SF 1411 and 1448 data detailing cost
and/or prices required to perform the change.

While the Government retains al discretion in determining whether to reject a system or
service improvement proposal, to be accepted by the Government, the item or items
addressed in the proposal must, as determined by the Government:

(a) Provide the Government with advantages in performance over the existing system or
related services or otherwise offer a measurable improvement in the installed system
or related service at the point in time of offering;

(b) Meet or exceed the specifications of the existing contract and the then-current
equipment or service,

(c) Passadl origina performance testing, including benchmark or performance
evaluation;

(d) Conform to the federal, national, and international standards specified in the
contract, as revised through the point in time of offering; and,

(e) Represent the most advantageous aternative to the Government, as compared to,
among other things, maintenance of the status quo or acquiring similar items from
other commercial sources or the Government. Such a determination will include a
consideration of whether the proposal represents the lowest overall cost to the
Government, price and other factors considered, such as in-house costs and
workload cost benefits.

The contractor may withdraw, in whole or in part, any improvement proposal which is
not accepted by the Government within the specified time for acceptance.

The Contracting Officer shall accept or rgect any improvement proposa by giving the
contractor written notice of such acceptance or rejection.
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11.

If the proposal is accepted, the Contracting Officer shall issue atask order modification
to incorporate any contract changes into the task order, including any increases or
decreases to the task order price. If the modification increases or decreases the task
order price or cost, such adjustment shall be made in accordance with the appropriate
"Changes' clause of the contract. However, the task order modification shall state that
it is entered into under the authority of this clause.

Unless and until the contract is modified in writing to incorporate any changes resulting
from the Government's acceptance of an improvement proposal, the Contractor shall
continue to perform in accordance with the contractor's existing terms and conditions.

The Contracting Officer's decision to accept or reject any improvement proposa shall be
final and shall not be subject to the terms of the "Disputes’ clause of the contract.

The contractor is requested to identify specifically any information contained in its
improvement proposal which it considers confidential and/ or proprietary and which it
prefers not to disclose outside of the Government. The contractor's identification of
information as confidential and/or proprietary is for informational purposes only and
shall not be binding on the Government. The contractor is advised that such information
may be subject to the Freedom of Information Act (5 U.S.C. 552).

INTELLECTUAL PROPERTY RIGHTS

The Government requires an unusual degree of flexibility in the intellectua property
rightsit receives pursuant to this contract to obtain the maximum benefit from
modernized systems, including but not limited to the ability to integrate or interconnect
not only with other federal agencies, but also with state and local governments, foreign
countries, and international organizations for purposes such as joint or cooperative tax
administration. The rights below apply to al task orders or delivery orders unless
greater or lesser rights are negotiated and specified in the individual task order or
delivery order.

The Government’ s limited and unlimited rights under FAR 52.227-14 are expanded to
include for the Government the right to issue sublicenses to state or local governments
and thelir instrumentalities, foreign governments, and international organizations. The
Government’ s limited rights include use by the Government, other Government
contractors for the preparation of their proposals or the performance of their contracts,
and evaluation by nongovernment evaluators. No modification to data shall be
considered a “ minor modification” and the Government shall be provided with unlimited
rights to such modifications.

No modification to data shall be considered a"minor modification" and the Government
shall be provided with unlimited rights to such modifications. For purposes of the
preceding sentence, the term "modification” means those modifications that are
developed for the purpose of performing this contract, whether or not they are
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12.

later commerciaized. The term does not include those modifications devel oped
independent of contract performance that are issued, or offered, to all users of the
underlying product from time to time as part of the normal life of the underlying
product.

All items delivered pursuant to FAR 52.227-12 or FAR 52.227-14 must bear the
appropriate notices and the contractor shall cause them to be affixed prior to delivery.
The Government will not execute any licensing agreements that vary, or are inconsistent
with, this contract or Federal law.

SOFTWARE MAINTENANCE

If software maintenance is ordered as part of the individual task order or delivery order,
the Offeror shall provide, with its proposal, a detailed plan for software maintenance that
includes, at a minimum, the requirements detailed below. The Offeror shall propose a
plan for testing new releases, versions, changes, modifications, improvements, and
updates; maintaining a qualified staff to handle all software support and maintenance
requirements; providing procedures for the distribution of new releases, versions,
changes, modifications, improvements, or updates to software or its documentation; and
problem escalation procedures.

If directed by the IRS the Contractor shall support all software delivered pursuant to the
provisions of the contract for the life of the contract, including all renewals thereof. The
Contractor's maintenance obligations include the maintenance of new releases, versions,
changes, modifications, improvements, and updates delivered pursuant to the provisions
of the contract for the life of the contract, including all renewals thereof. Software
support and maintenance shall consist of the correction of errors and providing all
release, versions, changes, modifications, improvements, and updates to the software
and its documentation introduced during the life of the contract, including all renewals
thereof, regardless of whether they are produced by the Contractor, its subcontractor or
supplier, or the software author.

The Government shall be provided with full documentation of all releases, versions,
changes, modifications, improvements, and updates to the software and its
documentation provided under this contract. The Government reserves the right to
accept or rgject releases, versions, changes, modifications, improvements, and updates.
If accepted, the Contractor shall maintain the software and its documentation thus
altered. If rgjected, the Contractor shall continue to maintain the software and its
documentation then being provided under the contract. The Government shall be able to
accept or rgject any further releases, versions, changes, modifications, improvements, or
updates to the software and its documentation. The Government thus reserves the right
to "skip" a release, version, change, modification, improvement, or update.
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13. SECURITY REQUIREMENTS- MINIMUM BACK GROUND
INVESTIGATIONS (MBI)

The Contractor shall recognize and accept the requirement of OMB Circular A-71 for
the Internal Revenue Service (IRS) to exercise security measures of automated data
processing, computer systems, and access to the data and facilities.

Contractor personnel participating in the design, operation, or maintenance of IRS
computer systems or having access to datain an IRS computer system are subject to a
Minimum Background Investigation (MBI) conducted by the IRS Internal Security
Division.

In accordance with Internal Revenue Manual 0736, the Contractor shall provide the
Contracting Officer with the names of the individuals who will be providing support for
the contract utilizing Standard Form (SF) 85, Questionnaire for Public Trust Positions
(original and two copies); Authority for Release of Information Treasury Directive Form
(TD F) 62-94.1 (6 signed copies); and Police Directive Form (PD) - 70, Metropolitan
Police Record Check (if applicable). In addition, the Contractor must include a cover
memorandum with the following information: Contract Number, Name

of COTR, phone number and mailing address, and company name. The Contracting
Officer, or adesignated representative, will transmit this information to Inspection upon
receipt.

The Contractor shall furnish appropriate documentation to the Contracting Officer or
designated representative for those Contractor employees involved in support under this
contract who have been granted a security clearance by the Defense Industrial Security
Clearance Office (DISCO). Evidence of individual clearances granted by DISCO will
be accepted by the IRS in lieu of the required MBI. However, a Fingerprint Document
(FD) - 258, Fingerprint card will be required for those individuals along with a
memorandum listing the following information: Name and Job Title, Socia Security
Number, Citizenship, Date and Place of Birth, Security Clearance Level, Contract
Number and Job, Length of Contract Employment, Date and Place Clearance Granted,
and Federal Supply Code (FSC)/Cage Code.

Within five (5) calendar days after contract award, new hires, or substitution of
personnel, the Contractor shall provide the Contracting Officer or designated
representative with alist of names of all applicable Contractor employees who, under the
terms of this contract are subject to the MBI. Upon receipt of these names, the
Contracting Officer shal forward to the Contractor for completion by each applicable
Contractor employee, all required forms.

The investigative documents shall be completed by the applicable Contractor employees
and given to the Contracting Officer or designated representative within five (5)
workdays from the Contractor's receipt of the forms. Costs associated with MBIs are
the responsibility of the Government and will not be allowed as a billable item under the
contract.
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14.

15.

The applicable Contractor employees are subject to approval by the Contracting Officer.
Applicable Contractor employees who have MBIs which revea any of the following may
be unacceptable under this contract:

(&) conviction of afelony, crime of violence, or serious misdemeanor.

(b) arecord of arrests for continuing offenses.

The Contractor shall be required to remove immediately any Contractor employee if the

Government determines that the individua is unacceptable under this contract due to

security reasons resulting from the background investigations.

New hires and substitute personnel are subject to the MBI requirement.

AUTHORIZED DEVIATIONSIN CLAUSES (FAR 52.252-6 APR 1984)

(8 Theusein this solicitation or contract of any Federal Acquisition Regulation (48
CFR Chapter 1) clause with an authorized deviation is indicated by the addition of
"(DEVIATION)" after the date of the clause.

(b) Theusein thissolicitation or contract of any IRSAP clause with an authorized
deviation isindicated by the addition of "(DEVIATION)" after the name of the
regulation.

REPRESENTATIONS AND CERTIFICATIONS

The Contractor's Representations and Certifications dated are hereby
incorporated by reference.

E. CONTRACT CLAUSESINCORPORATED BY REFERENCE

Federal Acquisition Regulation (FAR) Clauses can be found in full text at the following
World Wide Web (WWW) address: http://www.gsa.gov/far/pdf _home.html.

Internal Revenue Service Clauses and Provisions can be found in full text at the following
WWW address: http://procurement.irs.gov/prime.

g

g

List of FAR and IRS Clauses that are be incorporated into the Contract by reference. A
subset of these will be incorporated (flowed down) into individual task orders as
determined appropriate and necessary by the IRS Contracting Officer.

Clauses preceded by an asterisk (*) apply to al task orders.
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* 52.202-1

* 52.203-3

* 52.203-5

* 52.203-6

* 52.203-7

* 52.203-8

* 52.203-10

* 52.203-12

* 52.204-4

52.207-3

* 52.209-6

* 52.211-5

52.211-11

52.215-2

52.215-10

52.215-11

52.215-12

Volumel - Section XI1

DEFINITIONS (OCT 1995)
GRATUITIES (APR 1984)
COVENANT AGAINST CONTINGENT FEES (APR 1984)

RESTRICTIONS ON SUBCONTRACTOR SALES TO THE
GOVERNMENT (JUL 1995)

ANTI-KICKBACK PROCEDURES (JUL 1995)

CANCELLATION, RESCISSION, AND RECOVERY OF
FUNDS FOR ILLEGAL OR IMPROPER ACTIVITY (JAN 1997)

PRICE OR FEE ADJUSTMENT FOR ILLEGAL OR IMPROPER

ACTIVITY (JAN 1997)

LIMITATION ON PAYMENTS TO INFLUENCE CERTAIN
FEDERAL TRANSACTIONS (JUN 1997)

PRINTING/COPY ING DOUBLE-SIDED ON RECY CLED
PAPER (JUN 1996)

RIGHT OF FIRST REFUSAL OF EMPLOYMENT (NOV 1991)
PROTECTING THE GOVERNMENT'S INTEREST WHEN

SUBCONTRACTING WITH CONTRACTORS DEBARRED,
SUSPENDED, OR PROPOSED FOR DEBARMENT (JUL 1995)
MATERIAL REQUIREMENTS (OCT 1997)

LIQUIDATED DAMAGES--SUPPLIES, SERVICES, OR
RESEARCH AND DEVELOPMENT (APR 1984)

AUDIT AND RECORDS--NEGOTIATION (AUG 1996)

PRICE REDUCTION FOR DEFECTIVE COST OR PRICING
DATA (OCT 1997)

PRICE REDUCTION FOR DEFECTIVE COST OR PRICING
DATA--MODIFICATIONS (OCT 1997)

SUBCONTRACTOR COST OR PRICING DATA (OCT 1997)
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52.215-13

52.215-14

52.215-15

52.215-18

52.215-19

52.216-7

52.216-8

52.216-10

52.216-12

52.216-16

52.216-17

52.216-17

52.217-8

* 52.219-8

* 52.219-9

52.219-16

52.222-2

Volumel - Section XI1

SUBCONTRACTOR COST OR PRICING DATA--
MODIFICATIONS (OCT 1997)

INTEGRITY OF UNIT PRICES (OCT 1997)

TERMINATION OF DEFINED BENEFIT PENSION PLANS
(OCT 1997)

REVERSION OR ADJUSTMENT OF PLANS FOR POST
RETIREMENT BENEFITS OTHER THAN PENSIONS (PRB)
(OCT 1997)

NOTIFICATION OF OWNERSHIP CHANGES (OCT 1997)
ALLOWABLE COST AND PAYMENT (APR 1998)

FIXED FEE (MAR 1997)

INCENTIVE FEE (MAR 1997)

COST-SHARING CONTRACT--NO FEE (APR 1984)

INCENTIVE PRICE REVISION--FIRM TARGET (FEB 1997)

INCENTIVE PRICE REVISION--SUCCESSIVE TARGETS
(FEB 1997)

INCENTIVE PRICE REVISION--SUCCESSIVE TARGETS
(FEB 1997)--ALTERNATE | (APR 1984)

OPTION TO EXTEND SERVICES (AUG 1989)
UTILIZATION OF SMALL, SMALL DISADVANTAGED AND
WOMEN-OWNED SMALL BUSINESS CONCERNS (JUN
1997)

SMALL, SMALL DISADVANTAGED AND WOMEN-OWNED
SMALL BUSINESS SUBCONTRACTING PLAN (AUG
1996)--ALTERNATE Il (MAR 1996)

LIQUIDATED DAMAGES--SUBCONTRACTING PLAN (OCT
1995)

PAYMENT FOR OVERTIME PREMIUMS (JUL 1990)
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* 52.222-3

* 52.222-20

* 52.222-26

* 52.222-28

* 52.222-35

* 52.222-36

* 52.222-37

* 52.223-2

* 52.223-5

* 52.223-6

* 52.223-14

* 52.224-1

* 52.224-2

* 52.225-9

* 52.225-11

* 52.227-1

* 52.227-2

* 52.227-3

Volumel - Section XI1

CONVICT LABOR (AUG 1996)
WALSH-HEALEY PUBLIC CONTRACTSACT (DEC 1996)
EQUAL OPPORTUNITY (APR 1984)

EQUAL OPPORTUNITY PREAWARD CLEARANCE OF
SUBCONTRACTS (APR 1984)

AFFIRMATIVE ACTION FOR SPECIAL DISABLED AND
VIETNAM ERA VETERANS (APR 1998)

AFFIRMATIVE ACTION FOR HANDICAPPED WORKERS
(APR 1984)

EMPLOYMENT REPORTS ON SPECIAL DISABLED
VETERANS AND VETERANS OF THE VIETNAM ERA
(APR 1998)

CLEAN AIR AND WATER (APR 1984)

POLLUTION PREVENTION AND RIGHT-TO-KNOW
INFORMATION (APR 1998)

DRUG-FREE WORKPLACE (JAN 1997)

TOXIC CHEMICAL RELEASE REPORTING (OCT 1996)
PRIVACY ACT NOTIFICATION (APR 1984)

PRIVACY ACT (APR 1984)

BUY AMERICAN ACT--TRADE AGREEMENTS--BALANCE
OF PAYMENTS PROGRAM (JAN 1996)

RESTRICTIONS ON CERTAIN FOREIGN PURCHASES
(OCT 1996)

AUTHORIZATION AND CONSENT (JUL 1995)

NOTICE AND ASSISTANCE REGARDING PATENT AND
COPYRIGHT INFRINGEMENT (AUG 1996)

PATENT INDEMNITY (APR 1984)
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* 52.227-9

52.227-12

* 52.227-13

52.227-14

52.227-14

52.227-14

52.227-14

* 52.227-16

* 52.227-17

* 52.227-19

* 52.228-5

* 52.228-7

52.229-3

52.229-5

52.230-2

52.230-6

52.232-1

52.232-7

Volumel - Section XI1

REFUND OF ROYALTIES (APR 1984)

PATENT RIGHTS--RETENTION BY CONTRACTOR (LONG
FORM) (JAN 1997)--ALTERNATIVE II (JUN 1989)

PATENT RIGHTS--ACQUISITION BY THE GOVERNMENT
(JAN 1997)

RIGHTSIN DATA--GENERAL (JUN 1987)

RIGHTS IN DATA--GENERAL (JUN 1987)--ALTERNATE I|
(JUN 1987)

RIGHTS IN DATA--GENERAL (JUN 1987)--ALTERNATE I1|
(JUN 1987)

RIGHTS IN DATA--GENERAL (JUN 1987)--ALTERNATE V
(JUN 1987)

ADDITIONAL DATA REQUIREMENTS (JUN 1987)
RIGHTSIN DATA-SPECIAL WORKS (JUN 1987)

COMMERCIAL COMPUTER SOFTWARE-RESTRICTED
RIGHTS (JUN 1987)

INSURANCE-WORK ON A GOVERNMENT INSTALLATION
(JAN 1997)

INSURANCE--LIABILITY TO THIRD PERSONS (MAR 1996)
FEDERAL, STATE, AND LOCAL TAXES (JAN 1991)

TAXES--CONTRACTS PERFORMED IN U.S. POSSESSIONS
OR PUERTO RICO (APR 1984)

COST ACCOUNTING STANDARDS (APR 1998)

ADMINISTRATION OF COST ACCOUNTING STANDARDS
(APR 1996)

PAYMENTS (APR 1984)

PAYMENTS UNDER TIME-AND-MATERIALS AND
LABOR-HOUR CONTRACTS (FEB 1997)
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* 52.232-8

* 52.232-9

52.232-16

* 52.232-17

* 52.232-18

52.232-20

52.232-22
* 52.232-23

* 52.232-25

52.232-32

* 52.232-33

* 52.233-1

52.233-3

52.233-3

* 52.239-1

52.242-1

52.242-3

52.242-4

* 52.242-13

52.242-15

52.242-15

Volumel - Section XI1

DISCOUNTS FOR PROMPT PAYMENT (APR 1989)

LIMITATION ON WITHHOLDING OF PAYMENTS
(APR 1984)

PROGRESS PAYMENTS (JUL 1991)
INTEREST (JUN 1996)
AVAILABILITY OF FUNDS (APR 1984)
LIMITATION OF COST (APR 1984)

LIMITATION OF FUNDS (APR 1984)
ASSIGNMENT OF CLAIMS (JAN 1986)

PROMPT PAYMENT (JUN 1997)
PERFORMANCE-BASED PAYMENTS (MAY 1997)

MANDATORY INFORMATION FOR ELECTRONIC FUNDS
TRANSFER PAYMENT (AUG 1996)

DISPUTES (OCT 1995)--ALTERNATE | (DEC 1991)
PROTEST AFTER AWARD (AUG 1996)

PROTEST AFTER AWARD (AUG 1996)--ALTERNATE | (JUN
1985)

PRIVACY OR SECURITY SAFEGUARDS (AUG 1996)
NOTICE OF INTENT TO DISALLOW COSTS (APR 1984)
PENALTIES FOR UNALLOWABLE COSTS (OCT 1995)
CERTIFICATION OF FINAL INDIRECT COSTS (JAN 1997)
BANKRUPTCY (JUL 1995)

STOP-WORK ORDER (AUG 1989)

STOP-WORK ORDER (AUG 1989)--ALTERNATE |
(APR 1984)
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* 52.242-17

52.243-1

52.243-1

52.243-2

52.243-2

52.243-3

* 52.243-7

52.244-1

52.244-2

52.244-3

* 52.244-5

* 52.244-6

52.245-2

52.245-5

* 52.245-19

52.246-2

52.246-2

Volumel - Section XI1

GOVERNMENT DELAY OF WORK (APR 1984)
CHANGES--FIXED-PRICE (AUG 1987)

CHANGES--FIXED-PRICE (AUG 1987)--ALTERNATE Il (APR
1984)

CHANGES--COST-REIMBURSEMENT (AUG 1987)

CHANGES--COST-REIMBURSEMENT (AUG 1987)--
ALTERNATE Il (APR 1984)

CHANGES--TIME-AND-MATERIALS OR LABOR-HOURS
(AUG 1987)

NOTIFICATION OF CHANGES (APR 1984); FILL-INS
EQUAL 7

SUBCONTRACTS (FIXED-PRICE CONTRACTS) (FEB 1995)

SUBCONTRACTS (COST-REIMBURSEMENT AND LETTER
CONTRACTS) (FEB 1997)

SUBCONTRACTS (TIME-AND-MATERIALS AND
LABOR-HOUR CONTRACTS) (APR 1985)

COMPETITION IN SUBCONTRACTING (DEC 1996)

SUBCONTRACTS FOR COMMERCIAL ITEMSAND
COMMERCIAL COMPONENTS (APR 1998)

GOVERNMENT PROPERTY (FIXED-PRICE CONTRACTS)
(DEC 1989)

GOVERNMENT PROPERTY (COST-REIMBURSEMENT,
TIME-AND-MATERIAL, OR LABOR-HOUR CONTRACTS)
(JAN 1986)

GOVERNMENT PROPERTY FURNISHED "ASIS'
(APR 1984)

INSPECTION OF SUPPLIES--FIXED-PRICE (AUG 1996)

INSPECTION OF SUPPLIES--FIXED-PRICE (AUG 1996)--
ALTERNATE | (JUL 1985)
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52.246-3

52.246-4

52.246-5

52.246-6

* 52.246-16

52.246-18

52.246-19

52.246-20

* 52.246-23

52.246-24

52.246-24

52.246-25

52.247-1

* 52.247-35

52.247-67

52.248-1

52.249-2

Volumel - Section XI1

INSPECTION OF SUPPLIES--COST-REIMBURSEMENT (APR
1984)

INSPECTION OF SERVICES--FIXED-PRICE (AUG 1996)

INSPECTION OF SERVICES--COST-REIMBURSEMENT
(APR 1984)

INSPECTION--TIME-AND-MATERIAL AND LABOR-HOUR
(JAN 1986)

RESPONSIBILITY FOR SUPPLIES (APR 1984)

WARRANTY OF SUPPLIES OF A COMPLEX NATURE
(APR 1984)

WARRANTY OF SYSTEMS AND EQUIPMENT UNDER
PERFORMANCE SPECIFICATIONS OR DESIGN CRITERIA
(DEC 1989)

WARRANTY OF SERVICES (APR 1984)

LIMITATION OF LIABILITY (FEB 1997)

LIMITATION OF LIABILITY--HIGH-VALUE ITEMS
(FEB 1997)

LIMITATION OF LIABILITY--HIGH-VALUE ITEMS
(FEB 1997)--ALTERNATE | (APR 1984)

LIMITATION OF LIABILITY--SERVICES (FEB 1997)
COMMERCIAL BILL OF LADING NOTATIONS (APR 1984)

F.O.B. DESTINATION, WITHIN CONSIGNEE'S PREMISES
(APR 1984)

SUBMISSION OF COMMERCIAL TRANSPORTATION BILLS
TO THE GENERAL SERVICES ADMINISTRATION FOR
AUDIT (JUN 1997)

VALUE ENGINEERING (MAR 1989)

TERMINATION FOR CONVENIENCE OF THE
GOVERNMENT (FIXED-PRICE) (SEP 1996)
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52.249-6 TERMINATION (COST-REIMBURSEMENT) (SEP 1996)

52.249-6 TERMINATION (COST-REIMBURSEMENT) (SEP 1996)--
ALTERNATE IV (SEP 1996)

52.249-8 DEFAULT (FIXED-PRICE SUPPLY AND SERVICE)
(APR 1984)

52.249-14 EXCUSABLE DELAYS (APR 1984)

* 52.251-1 GOVERNMENT SUPPLY SOURCES (APR 1984)
* 52.253-1 COMPUTER GENERATED FORMS (JAN 1991)
IRS Clauses:

|R1052-96-004 DOCUMENTATION, ESCROW, AND CODE
DELIVERABLES

IR1052-96-015 ADDITIONAL TERMS AND CONDITIONS APPLICABLE
TO LEASE OF ADPE

|R1052-96-029 CERTIFICATE OF MAINTAINABILITY
IR1052-96-050 ALTERATIONS AND ATTACHMENTS
* |R1052-96-070 NEWS RELEASES

* IR1052-96-077 PREPARATION FOR DELIVERY

* IR1052-96-083 MARKING OF SHIPMENTS

* IR1052-96-094 UNPACKING AND CLEAN-UP

* IR1052-96-106 COPYRIGHT INDEMNITY

* IR1052-96-115 ADVERTISING OF AWARD DISCLOSURE OF
INFORMATION

IRSAP1052.224-9000(a) DISCLOSURE OF INFORMATION -
SAFEGUARDS (JAN 1998)

IRSAP1052.224-9000(c) DISCLOSURE OF INFORMATION -
SAFEGUARDS (JAN 1998)
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* |RSAP 1052.224-9000(d)

* |RSAP 1052.224-9001(a)

* |RSAP 1052.224-9001(b)

* IRSAP 1052.224-9002

* IRSAP 1052.239-9002

* IRSAP 1052.239-9003

Volumel - Section XI1

DISCLOSURE OF "OFFICIAL USE ONLY"
INFORMATION SAFEGUARDS (JAN 1998)

DISCLOSURE OF INFORMATION-
CRIMINAL/CIVIL SANCTIONS (JAN 1998)

DISCLOSURE OF INFORMATION - OFFICIAL
USE ONLY (JAN 1998)

DISCLOSURE OF INFORMATION--INSPECTION
(JAN 1998)

YEAR 2000 WARRANTY - COMMERCIAL
SUPPLY PRODUCTS (JUL 1997)

YEAR 2000 WARRANTY - NON-COMMERCIAL
SUPPLY ITEMS (JUL 1997)
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SECTION XI1l: REPRESENTATIONS, CERTIFICATIONS, NOTICES
AND OTHER INSTRUCTIONSTO POTENTIAL OFFERORS

A. UNIFORM CONTRACT FORMAT
This RFP is structured somewhat differently than the typical Government RFP. A cross-
reference of the RFP Sections to the Uniform Contract Format (UCF) (Federal Acquisition
Regulation (FAR) 15.406-1) and the UCF to the RFP is provided at the following World
Wide Web (WWW) address: http://procurement.irs.gov/prime.

B. PROPOSAL FORMAT
Proposals shall be submitted in the following format:
g Number of pages. maximum 1,100 pages, excluding Cost or Pricing Data
g Hard Copies. 1 original, 100 copies
g Electronic Copies: 100 (Compact Disks (CD))

- Browser-based viewing method is required:

¢ Web Browser - (Netscape, version 3.0 or 3.01 or MS Internet Explorer,
version 4.0)

¢ Adobe Acrobat, version 3.01 (portable document format (PDF))

- Origina Source files shall be made available upon request. The IRSis using the
following software packages in regards to the PRIME:

¢ Microsoft Office 97 (Windows NT, Word and Excel)

¢ Vigo, version 4.0

g TheBusiness Case(s) shall be submitted in the IRS provided Cost Moddl format (e.g.
Volume I, Appendix F and the soft copy of the Cost and Benefits Model)

g Proposa Organization. The proposal must be submitted in 7 or 9 Volumes:
- Volumel - Executive Summary (Maximum 25 pages, no Cost or Pricing Data)
- Volumell - Strategic Technical Proposal

- Volumelll - Strategic Business Proposal Excluding Section IX.E
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Volume 1V(a) - Mandatory Technical Proposal for the Phase I/Release 1 Customer
Service and Compliance Pilot Task Order which includes X.A

Volume 1V (b) - Alternate Technical Proposal for the Phase |/Release 1 Customer
Service and Compliance Pilot Task Order (Optional Submission)

Volume V(a) - Mandatory Business Proposal for the Phase I/Release 1 Customer
Service and Compliance Pilot Task Order Excluding Section X.C

Volume V(b) - Alternate Business Proposal for the Phase |/Release 1 Customer
Service and Compliance Pilot Task Order (Optional Submission) Excluding
Section X.C

Volume VI - Business/Price Proposal - Sections I X.E, and X.C

Volume VII - Response to Section Xl

g Proposalsshall be submitted to:

Edmond J. Golden, Jr., Contracting Officer
Internal Revenue Service M:P:T:D

Office of Tax Systems Acquisition

Seventh floor, Bid/mail Room

6009 Oxon, Hill Road

Oxon Hill, MD 20745

C. PRICE PROPOSAL FORMAT

This RFP contemplates four (4) initial task orders:

1)

2)

3)

4)

Systems Life Cycle and Program Management Approach (SLC/PMA)

a) Systems Development Life Cycle

b) Integration and Preparedness for Deployment of the SDOM with IRS/ISC
devel oped Requirements Management and Investment Decision Management

Elements.

Phase I/Release 1 - Subrelease 1.1 - Primary Telephone Call Routing and
Management

Phase I/Release 1 - Subrelease 1.2 - Enhanced Secondary Telephone Call Routing
and Management

Program Management for Subreleases 1.1 and 1.2
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Section IX and X of this RFP requires the submission of price proposals for the
performance of these task orders. These price proposals are to be included in Proposal
Volume VI. The offeror may useit's own format for submission of the Price Proposals
for the SLC/PMA task and the Program Management (PM) task. However, these Price
Proposals shall include cost and technical information necessary to determine the cost
realism and adequacy of the offeror's proposal. Accordingly, the supporting
information would provide the details necessary for the IRS to validate that the
technical approach is completely priced in the Price Proposal. At a minimum
supporting information would include:

1) the quantity (hours or number of people) of each skill proposed

2) theloaded labor rates for each skill proposed

3) the sguare feet and cost of facilities proposed

4) the cost of Information Technology proposed for SLC/PMA and PM

5) if awork breakdown structure (WBYS) is provided in the technical approach
proposal, then the cost of each WBS item down to the level necessary to validate

the realism shall be provided.

Offerors shall use the format of the Business Case as a guide for submission of a Price
Proposal for each Subrelease.

D. ADDITIONAL NOTICESAND INSTRUCTIONSTO POTENTIAL OFFERORS
The following Notices and Instructions are provided to potentia offerors:
g List of Federal Acquisition Regulation (FAR) Provisions that apply to this acquisition.
FAR Provisions can be found in full text at the following World Wide Web (WWW)
address: http://www.gsa.gov/far/pdf _home.html.

52.204-6 CONTRACT IDENTIFICATION NUMBERING SYSTEM (DUNYS)
NUMBER (APR 1998)

52.211-1 AVAILABILITY OF SPECIFICATIONS LISTED IN THE GSA INDEX
OF FEDERAL SPECIFICATIONS, STANDARDS AND
COMMERCIAL ITEM DESCRIPTIONS (JUN 1997)

52.214-34 OFFERSIN THE ENGLISH LANGUAGE (APR 1991)

52.214-35 SUBMISSION OF OFFERSIN U.S. CURRENCY (APR 1991)

52.215-1 INSTRUCTIONS TO OFFERORS--COMPETITIVE ACQUISITION
(OCT 1997)--ALTERNATIVE | (OCT 1997)
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52.215-1 INSTRUCTIONS TO OFFERORS--COMPETITIVE ACQUISITION

(OCT 1997)--ALTERNATIVE | (OCT 1997) AND ALTERNATIVE I
(OCT 1997)

52.215-16 FACILITIES CAPITAL COST OF MONEY (OCT 1997)

52.252-3 ALTERATIONSIN SOLICITATION (APR 1984)

52.252-5 AUTHORIZED DEVIATIONSIN PROVISIONS (APR 1984)

52.233-2 SERVICE OF PROTEST (AUG 1996)

(a) Protests, as defined in Section 33.101 of the Federal Acquisition Regulation, that
are filed directly with an agency, and copies of any protests that are filed with the
Genera Accounting Office (GAQ), shall be served on the Contracting Officer
(addressed as follows) by obtaining written and dated acknowledgment of the
receipt from:

Edmond J. Golden, Jr.

Internal Revenue Service

Constellation Centre (M:P:T:D), 8th Floor
6009 Oxon Hill Road

Oxon Hill, MD 20745

(b) The copy of any protest shall be received in the office designated above within one
day of filing a protest with the GAO.

g |RS Specific Noticesand Instructions

IRS Specific Notices and Instructions can be found in full text at the following WWW
address: http://procurement.irs.gov/prime.

PS01

PS02

PS03

PS04

PS05

PS06

PS07

PSO8

Small Business Size Standards and Set-Aside Information.
Preaward E.E.O Compliance Review.

Proposal Preparation Costs.

Proposals Not Selected.

Announcement of Award.

Amendments to Proposal.

Discussions and Correspondence.

Disposition of Proposals.
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E. REPRESENTATIONSAND CERTIFICATIONS

g Federal Acquisition Regulation (FAR) Representations and Certifications. The
offeror shall submit the following FAR Representations and Certifications. FAR
Provisions can be found in full text at the following World Wide Web (WWW) address:
http://www.gsa.gov/far/pdf_home.html.

g FAR Deviation. The clause (FAR 52.203-11) preceded by an asterisk (*) isaFAR
deviation. The full text can be found at the following WWW address:
http://procurement.irs.gov/prime.

52.203-2

* 52.203-11

52.204-3

52.204-5

52.209-5

52.215-4

52.215-6

52.219-1

52.222-21

52.222-22

52.222-25

52.223-1

52.223-13

52.225-1

CERTIFICATE OF INDEPENDENT PRICE DETERMINATION
(APR 1985)

CERTIFICATION AND DISCLOSURE REGARDING PAYMENTS
INFLUENCE CERTAIN FEDERAL TRANSACTIONS
(DEVIATION-DEPARTMENT OF TREASURY APR, 1991) (JAN
1990)

TAXPAYER IDENTIFICATION (JUN 1997)

WOMAN-OWNED SMALL BUSINESS (OCT 1995)
CERTIFICATION REGARDING DEBARMENT, SUSPENSION,
PROPOSED DEBARMENT, AND OTHER RESPONSIBILITY
MATTERS (MAR 1996)

TYPE OF BUSINESS ORGANIZATION (OCT 1997)

PLACE OF PERFORMANCE (OCT 1997)

SMALL BUSINESS PROGRAM REPRESENTATIONS (FEB
1998) SIC: 7379. Small Business Size Standard: average annual
receipts during last 3 fiscal years not exceeding $18 million

CERTIFICATION OF NONSEGREGATED FACILITIES
(APR 1984)

PREVIOUS CONTRACTS AND COMPLIANCE REPORTS
(APR 1984)

AFFIRMATIVE ACTION COMPLIANCE (APR 1984)
CLEAN AIR AND WATER CERTIFICATION (APR 1984)

CERTIFICATION OF TOXIC CHEMICAL RELEASE
REPORTING (OCT 1996)

BUY AMERICAN CERTIFICATE (DEC 1989)
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52.227-6 ROYALTY INFORMATION (APR 1984)

52.227-15 REPRESENTATION OF LIMITED RIGHTS DATA AND
RESTRICTED COMPUTER SOFTWARE (JUN 1987)

52.230-1 COST ACCOUNTING STANDARDS NOTICES AND
CERTIFICATION (APR 1998)

F. ELIGIBILITY CRITERIA

Section XI, PRIME Eligibility and Proposal Evauation Approach includes the Eligibility
Criteria. It isanticipated that organizations which meet or exceed the stated criteria would
be sufficiently qualified and experienced to assume lead responsibility for systems
development and integration. Offerors must demonstrate that they meet the Eligibility
Criteria by including the following information as part of their Proposal:

g Available working capital to be no less than $200 million. Working Capital is defined
as Current Assets less Current Liabilities for the potential offeror that is proposing as
the prime contractor. Potential offerors shall submit the following audited financia
information:

(1) Current Balance Sheet
(2) Current Operating (Profit and Loss) Statement
(3 Previoustwo years financial statements

(4) Any other pertinent information relevant to demonstrating financial capability, such
as available lines of credit or favorable vendor financing arrangements, including
points of contact (name and phone number) at organizations referenced.

(5) A narrative describing the sources and nature of resources which will be brought to
bear in financing performance of the contract. The content will discuss interna and
external sources of capital for meeting financial obligations during the contract
performance period.

All annual financial statements should be audited statements. If annual statements are
unaudited or unavailable, Federal Tax Schedules (Schedule C or Form 1120-Series
Schedules of income, balance sheet and reconciliation of income per books with return,
etc.) may be submitted. Unaudited statements and interim statements should be
certified by the offeror asfollows:
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Thisisto certify that to the best of my knowledge and belief the
financial data and the accompanying notes to the financial statements
are accurate and complete as prepared from the company's general
accounting records, and that the descriptions and amounts herein
accurately reflect the company's financia status as of (Date)

Signed: Date
Title:

If the contractual obligation will be limited to a subsidiary, corporation, or
division which does not obligate the entire corporate entity, then the audited
financial information shall be submitted for the subsidiary, corporation, or
division that will be performing the work.

g Approved Purchasing System and Adequate Compensation, Estimating and
Accounting Systems. The offeror shall submit documentation from the
cognizant Defense Contract Management Command (DCMC), verifying the
approval of its Purchasing System and the adequacy of its Compensation,
Estimating and Accounting Systems. The forementioned systems must be
approved and determined adequate (as applicable) at the time of proposal
submission and at contract award.

g Software (SW) Capability Maturity Model (CMM) Level 3 Certification.
SW CMM Levd 3 Certification shall be submitted in accordance with the
guidelines set forth in Section V11, Strategic Technical Proposal.

g Software Acquisition (SA) CMM Level 3 Certification. SA CMM Level 3
Certification shall be submitted in accordance with the guidelines set forth in
Section V111, Strategic Technical Proposal.

g Demonstrated significant program management and systems integration
experience including management of subcontractors as measured by |lead
responsibility for development and implementation of an integrated
information system or systems with a scope:

- Requiring in excess of 5 million lines of computer code or equivalent
scope and complexity (e.g., integration of COTS and custom code);
and/or

- Requiring a budget in excess of $300 million.

The offeror must provide at least three (3) client references to enable the IRS
to validate the offeror’ s representations related to PRIME €ligibility criteria.
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G. PRELIMINARY DRAFT OF THE TERMSAND CONDITIONSFOR
SYSTEMSLIFE CYCLE AND PROGRAM MANAGEMENT
APPROACH (SLC/PMA) TASK ORDER ASSET FORTH IN
VOLUME I, SECTION VIII AND SECTION IX
1. Typeof Task Order
To be proposed by the Offeror.
2. Statement of Work/Specifications
The requirements reflected in PRIME RFP Volume |, Section IX, and
the Modernization Blueprint Volume | - Overview and the Systems Life
Cycle Overview.
3. Schedule
To be proposed by the Offeror.
4. Inspection, Test, and Acceptance Criteria
To be proposed by the Offeror.
5. Price(s)
To be proposed by the Offeror.
6. Term of the Task Order

This Task Order shall extend from the date of execution by the
Government until the latest due date in the Schedule.

7. Special Provisions
All the Specia Provisionsin the Basic Contract apply.
Additional Specia Provisions:
To be proposed by the Offeror
8. Applicable Clauses
All of the Basic Contract Clauses preceded by an asterisk (*) apply.

Additiona Contract Clauses Incorporated by Reference:
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52.227-14

52.227-14

52.227-14

52.227-14

52.229-3

52.229-5

52.232-1

52.243-1

52.244-1

52.245-2

52.246-2

52.246-4

52.246-19

52.249-2

52.249-8

IRS Clauses:

RIGHTSIN DATA--GENERAL (JUN 1987)

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE V (JUN 1987)

FEDERAL, STATE, AND LOCAL TAXES (JAN 1991)

TAXES--CONTRACTS PERFORMED IN U.S.
POSSESSIONS OR PUERTO RICO (APR 1984)

PAYMENTS (APR 1984)

CHANGES--FIXED-PRICE (AUG 1987) -- ALTERNATE
Il (APR 1984)

SUBCONTRACTS (FIXED-PRICE CONTRACTS) (FEB
1995)

GOVERNMENT PROPERTY (FIXED-PRICE
CONTRACTS) (DEC 1989)

INSPECTION OF SUPPLIES--FIXED-PRICE (AUG
1996)

INSPECTION OF SERVICES--FIXED-PRICE (AUG
1996)

WARRANTY OF SYSTEMS AND EQUIPMENT
UNDER PERFORMANCE SPECIFICATIONS OR
DESIGN CRITERIA (DEC 1989)

TERMINATION FOR CONVENIENCE OF THE
GOVERNMENT (FIXED-PRICE) (SEP 1996)

DEFAULT (FIXED-PRICE SUPPLY AND SERVICE)
(APR 1984)

IRSAP1052.224-9000(c) DISCLOSURE OF INFORMATION -

SAFEGUARDS (JAN 1998)
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H. PRELIMINARY DRAFT OF THE TERMSAND CONDITIONSFOR
PHASE I/RELEASE 1 - SUBRELEASE 1.1 - PRIMARY TELEPHONE
CALL ROUTING AND MANAGEMENT TASK ORDER (PRINCIPAL
TASK ORDER) SET FORTH IN VOLUME I, SECTION X OF RFP
1. Typeof Task Order

To be proposed by the Offeror.

2. Statement of Work/Specifications

The requirements reflected in PRIME RFP Volume |11 are hereby
incorporated by reference.

3. Schedule
To be proposed by the Offeror.

4. Ingpection, Test, and Acceptance Criteria
To be proposed by the Offeror.

5. Price(s)
To be proposed by the Offeror

6. Term of the Task Order

This Task Order shall extend from the date of execution by the Government
until the latest due date in the Schedule.

7. Special Provisions
All the Specia Provisionsin the Basic Contract apply.
Additional Specia Provisions:
To be proposed by the Offeror
8. Applicable Clauses
All of the Basic Contract Clauses preceded by an asterisk (*) apply.
Additiona Contract Clauses Incorporated by Reference:
52.227-14 RIGHTSIN DATA--GENERAL (JUN 1987)
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52.227-14

52.227-14

52.227-14

52.229-3

52.229-5

52.243-1

52.244-1

52.245-2

52.246-2

52.246-4

52.246-19

52.247-1

52.247-67

52.249-2

52.249-8

Volumel - Section X111

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE V (JUN 1987)

FEDERAL, STATE, AND LOCAL TAXES (JAN 1991)

TAXES--CONTRACTS PERFORMED IN U.S.
POSSESSIONS OR PUERTO RICO (APR 1984)

CHANGES--FIXED-PRICE (AUG 1987)-- ALTERNATE
Il (APR 1984)

SUBCONTRACTS (FIXED-PRICE CONTRACTS) (FEB
1995)

GOVERNMENT PROPERTY (FIXED-PRICE
CONTRACTS) (DEC 1989)

INSPECTION OF SUPPLIES--FIXED-PRICE (AUG
1996)

INSPECTION OF SERVICES--FIXED-PRICE (AUG
1996)

WARRANTY OF SYSTEMS AND EQUIPMENT
UNDER PERFORMANCE SPECIFICATIONS OR
DESIGN CRITERIA (DEC 1989)

COMMERCIAL BILL OF LADING NOTATIONS (APR
1984)

SUBMISSION OF COMMERCIAL TRANSPORTATION
BILLSTO THE GENERAL SERVICES
ADMINISTRATION FOR AUDIT (JUN 1997)

TERMINATION FOR CONVENIENCE OF THE
GOVERNMENT (FIXED-PRICE) (SEP 1996)

DEFAULT (FIXED-PRICE SUPPLY AND SERVICE)
(APR 1984)
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|RS Clauses:
IR1052-96-029 CERTIFICATE OF MAINTAINABILITY
IR1052-96-050 ALTERATIONS AND ATTACHMENTS

IRSAP1052.224-9000(c)  DISCLOSURE OF INFORMATION -
SAFEGUARDS (JAN 1998)

|. PRELIMINARY DRAFT OF THE TERMSAND CONDITIONSFOR
PHASE I/RELEASE 1- SUBRELEASE 1.2 - ENHANCED SECONDARY
TELEPHONE CALL ROUTING AND MANAGEMENT TASK ORDER
(PRINCIPAL TASK ORDER) SET FORTH IN VOLUME I, SECTION X
OF RFP
1. Typeof Task Order

To be proposed by the Offeror.

2. Statement of Work/Specifications

The requirements reflected in PRIME RFP Volume |11 are hereby
incorporated by reference.

3. Schedule
To be proposed by the Offeror.

4. Ingpection, Test, and Acceptance Criteria
To be proposed by the Offeror.

5. Price(s)
To be proposed by the Offeror

6. Term of the Task Order

This Task Order shall extend from the date of execution by the Government
until the latest due date in the Schedule.

7. Special Provisions
All the Specia Provisionsin the Basic Contract apply.
Additional Specia Provisions:
To be proposed by the Offeror
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8. Applicable Clauses

All of the Basic Contract Clauses preceded by an asterisk (*) apply.

Additiona Contract Clauses Incorporated by Reference:

52.227-14 RIGHTS IN DATA--GENERAL (JUN 1987)

52.227-14 RIGHTS IN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

52.227-14 RIGHTS IN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

52.227-14 RIGHTS IN DATA--GENERAL (JUN 1987)--
ALTERNATE V (JUN 1987)

52.229-3 FEDERAL, STATE, AND LOCAL TAXES (JAN 1991)

52.229-5 TAXES--CONTRACTS PERFORMED IN U.S.
POSSESSIONS OR PUERTO RICO (APR 1984)

52.243-1 CHANGES--FIXED-PRICE (AUG 1987)-- ALTERNATE
Il (APR 1984)

52.244-1 SUBCONTRACTS (FIXED-PRICE CONTRACTS) (FEB
1995)

52.245-2 GOVERNMENT PROPERTY (FIXED-PRICE
CONTRACTS) (DEC 1989)

52.246-2 INSPECTION OF SUPPLIES--FIXED-PRICE (AUG
1996)

52.246-4 INSPECTION OF SERVICES--FIXED-PRICE (AUG
1996)

52.246-19 WARRANTY OF SYSTEMS AND EQUIPMENT
UNDER PERFORMANCE SPECIFICATIONS OR
DESIGN CRITERIA (DEC 1989)

52.247-1 COMMERCIAL BILL OF LADING NOTATIONS (APR
1984)

52.247-67 SUBMISSION OF COMMERCIAL TRANSPORTATION

BILLSTO THE GENERAL SERVICES
ADMINISTRATION FOR AUDIT (JUN 1997)
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52.249-2 TERMINATION FOR CONVENIENCE OF THE
GOVERNMENT (FIXED-PRICE) (SEP 1996)

52.249-8 DEFAULT (FIXED-PRICE SUPPLY AND SERVICE)
(APR 1984)

IRS Clauses:

IR1052-96-029 CERTIFICATE OF MAINTAINABILITY
IR1052-96-050 ALTERATIONS AND ATTACHMENTS

IRSAP1052.224-9000(c) DISCLOSURE OF INFORMATION -
SAFEGUARDS (JAN 1998)

J. PRELIMINARY DRAFT OF THE TERMSAND CONDITIONS FOR
THE PROGRAM MANAGEMENT TASK ORDER TO SUPPORT
PHASE I/RELEASE 1- SUBRELEASES 1.1 AND 1.2 ASSET FORTH IN
VOLUME I, SECTION X
1. Typeof Task Order

To be proposed by the Offeror.
2. Statement of Work/Specifications
To be proposed by the Offeror.
3. Schedule
To be proposed by the Offeror.
4. Ingpection, Test, and Acceptance Criteria
To be proposed by the Offeror.
5. Price(s)
To be proposed by the Offeror.

6. Term of the Task Order

This Task Order shall extend from the date of execution by the Government
until the latest due date in the Schedule.
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7. Special Provisions

All the Specia Provisionsin the Basic Contract apply.

Additional Specia Provisions:

To be proposed by the Offeror

8. Applicable Clauses

All of the Basic Contract Clauses preceded by an asterisk (*) apply.

Additiona Contract Clauses Incorporated by Reference:

52.227-14

52.227-14

52.229-3

52.229-5

52.232-1

52.243-1

52.244-1

52.245-2

52.246-4

52.249-2

52.249-8

RIGHTSIN DATA--GENERAL (JUN 1987)

RIGHTSIN DATA--GENERAL (JUN 1987)--
ALTERNATE Il (JUN 1987)

FEDERAL, STATE, AND LOCAL TAXES (JAN 1991)

TAXES--CONTRACTS PERFORMED IN U.S.
POSSESSIONS OR PUERTO RICO (APR 1984)

PAYMENTS (APR 1984)

CHANGES--FIXED-PRICE (AUG 1987) -- ALTERNATE
Il (APR 1984)

SUBCONTRACTS (FIXED-PRICE CONTRACTS) (FEB
1995)

GOVERNMENT PROPERTY (FIXED-PRICE
CONTRACTS) (DEC 1989)

INSPECTION OF SERVICES--FIXED-PRICE (AUG
1996)

TERMINATION FOR CONVENIENCE OF THE
GOVERNMENT (FIXED-PRICE) (SEP 1996)

DEFAULT (FIXED-PRICE SUPPLY AND SERVICE)
(APR 1984)
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|RS Clauses:

IRSAP1052.224-9000(c) DISCLOSURE OF INFORMATION -
SAFEGUARDS (JAN 1998)

XI111-16



